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Key to better research 
GETTING MORE OUT OF ENGINES AND FUELS is a basic aim of GM research. 
30 years ago experiments to eliminate “knock’’ led to tetraethyl lead. Continuing 
explorations brought higher compression ratios—greater efficiency, fuel economy. With 
related work by fuel companies—two gallons of gasoline now do as much work in 751 
GM cars as three in ’26 models. Continuing research will bring even higher economy. 


How féwo gattons came to do the work of “ree 


nnn advances in automobile perform- — chemistry — to keep examining metals, plastics, 
) ance do not often come about overnight. Most _ finishes, every material and method of possible 
result from years of patient research. future use in cars. 

Typical is the long-continued engine-fuel effi- These research discoveries are the beginnings of 
ciency study that now enables current General better engineering and of better manufacturing. 
Motors cars to get as much as 50% more work out Out of their combined efforts come the steady 
of a gallon of gasoline than their predecessors of year-by-year advances that add up to pacemaking 
twenty-five years ago. improvements in quality, performance and value 


: , : in all General Motors cars—and to something more. 
For the basic assignment of GM research is to i ‘ ‘ ething more 


be dissatisfied with things as they are—to keep For these advances also help GM to do a better 
applying the latest knowledge of physics and job supplying America’s needs in times of crisis. 


GENERAL MOTORS 


“MORE AND BETTER THINGS FOR MORE PEOPLE” 


CHEVROLET * PONTIAC «+ OLDSMOBILE «+ BUICK + CADILLAC 
BODY BY FISHER + GMC TRUCK & COACH 


YOUR KEY TO 
GREATER VALUE 
the Key toa 








DEFENSE IS 
EVERYBODYS BUSINESS 


General Motors 


Car 


TRANSPORTATION IS 
EVERYBODYS NECESSITY 
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THE FIFTH WHEEL-one of many devices 
used in 25,000-mile test drives at the GM 
Proving Ground. Practically frictionless, it 
entbles engineers to gauge speed with ex- 
treme accuracy—helps measure fuel consump- 
tion. Typical of double-chécks on every detail 
in engineering GM products. 


THIS PUSH-BUTTON GIANT typifies countles 
better, fuel-thriftier engines. It swiftly shaves 
cylinder heads exactly—replacing a dozen slou 


milling machines. Such tools enable GM to do « 


military vehicles. 





tools developed in GM’s search for ways to build 


precision job on a mass scale in GM cars and 
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Mining and Manufacturing 
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Dividends were declared by the 
Board of Directors on 
Sept. 6, 1951, as follows: 


4% Cumulative Preferred Stock 
38th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per share. 
Both dividends are payable Sept. 28, 
1951, to stockholders of record at the 
close of business Sept. 17, 1951. 
Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 
INTERNATIONAL MINERALS 


& CHEMICAL CORPORATION 
General Offices: 20 North Wacker Drive, Chicago 6 








SAFEWAY STORES 


INCORPORATED 





Preferred and Common 
Stock Dividends 


The Board of Directors 
of Safeway Stores, Incor- 
porated,on August 29, 
1951,declared quarterly 
dividends on the Com- 
pany’s $5.00 par value Common 
Stock and 4% Preferred Stock. 

The dividend on the Common 
Stock is at the rate of 60¢ per share, 
and is payable October 1, 1951 to 
stockholders of record at the close of 
business September 19, 1951. 

The Dividend on the 4% Preferred 
Stock is at the rate of $1.00 per 
share and is payable October 1, 1951 
to stockholders of record at the 
close of business September 19, 1951. 


MILTON L. SELBY, Secretary. 
August 29, 1951. 











_The Board of Directors has declared a 
dividend of 6214 cents a share on the out- 


standing 5% Cumulative Preferred Stock 
and 68% cents a share on the outstanding 
544% Cumulative Preference Convertible 
Stock, both payable October 1, 1951 to stock- 
holders of record at the close of business 
on September 17, 1951. A regular quarterly 
dividend of 25 cents a share and an extra 
dividend of 15 cents a share were declared 
on the outstanding Common Stock, payable 
September 28, 1951 to stockholders of rec- 


ord at the close of business on September 
EZ, 1951. 


M. G. SHEVCHIK, Secretary. 
August 29, 1951. 
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POWER wa. 
PIPE... 


Electrical power in a pipeline? Yes, it’s an increasingly popular 
method of power transmission. Utilities can now transmit 230,000 volts 
under high oil pressure in a welded steel pipeline. 


Called Oilostatic, it is the most reliable means ever devised 
for handling“ultra-high voltages. 


Underground or underwater, Oilostatic carries heavy voltage loads 
with savings in installation and in maintenance costs. Because 
of the money and labor saved, plus its dependability, Oilostatic is the 
overwhelming choice of electric light and power companies 
for handling large blocks of power in a compact space. 


Pioneer installations of Oilostatic were made nearly 
20 years ago. Since that time Oilostatic has become a 2 to 1 
favorite over other pipe type cable systems... 
with an outstanding record of operation. 


Oilostatic is one of the many Okonite products preferred by 
electrical engineers throughout the country. For wherever 
trouble-free electrical service is required, 
there is an Okonite cable for the job. 
The Okonite Company, Passaic, N. J. 





This type of power transmission is a development of The Okonite Company. 














* ‘OQKONITES 


insulated wires and cables 














THE BEST CABLE IS YOUR BEST POLICY 
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Economics ~ : 


Foreign Affairs / 


A DISAPPOINTING SPEECH .. . Coming at a time 
when a new tax bill is about to go on the statute 
books, the supercilious tone of the President’s speech 
dealing with critics of the Administration’s spend- 
ing policies must strike one as highly disappointing. 
In some ways, it was a shocking speech, if only be- 
cause of its flippancy and the distortions underiying 
it. There is much that might have been said in jus- 
tification of the defense program but there cer- 
tainly was no need to deal sarcastically, even insult- 
ingly, with those who advocate a sense of realism 
and responsibility in testing expenditures against 
standards of necessity and reasonableness. 

The attitude displayed readily explains the diffi- 
culty of the task of conscientious legislators seeking 
justified economies in Government spending and 
arms outlays. It is all the more discouraging since 
it comes on top of accumulated evidence that waste 
persists in the Federal Government. To say that 
certain types of spending cannot even come under 
scrutiny is hardly a convincing reply to critics; it 
looks more like evasion. 

In view of this, the President’s speech may well 
backfire politically. It may be difficult to cut the 
budget and keep political 


- Over 43 Years of Service 





E. A. Krauss, Managing Editer 
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The Trend of Events 


is rapidly being reached. Once it is reached, and 
that point isn’t far, the problem will be how to raise 
future revenues—and the Government then will need 
the public’s fullest understanding and cooperation. 

The longer profligate spending continues, the 
sooner the day when it will become painfully appar- 
ent that merely increasing tax rates won’t bring 
in more revenues and actually may bring in less. 
The point of diminishing returns is close at hand. 

Congress, it seems, has the main responsibility to 
eliminate waste, and let no one say there isn‘t any. 
Unfortunately the majority in both parties are 
afraid to antagonize the pressure groups which are 
interested in maintaining a flow of appropriations 
to certain privileged groups, or certain sections of 
the country. Since Congress is unable, or unwill- 
ing, to do its job in this respect, the only leadership 
that can be expected to deal with the situation must 
be national, that is the President who must be ac- 
countable for stringency and strictness in budgetary 
matters. Unfortunately he has not supported the 
economy drive; instead he has assailed those who 
try to economize. Little wonder that there is a grow- 
ing feeling not only of indignation but of down- 
right despair. 





fences built up, but the num- 
ber of citizens affected by 
higher taxes is considerably 
larger in political influence 
than those relatively few who 
benefit from governmental fa- 
_Vors that could be cut. Sooner 
or later, there will be need to 
pull away from the attitude 











of indifference to the fact that 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


Perhaps the President has 
sensed this. Perhaps this is 
why he tells us that we are 
better off than we were ever 
before. Perhaps this is why 
he minimizes and ridicules 
predictions of financial disas- 
ter. Perhaps this is why he 
says, in essence: Why worry? 

But we should worry about 
the prospect of confiscatory 


our column 
This 








» the saturation point in taxes 
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taxes, of a never-ending succession of Government 
deficits, of a continuously cheaper dollar. It’s a 
frightening prospect, and it’s just possible that it 
is worrying enough people to make the President 
notice it and offer soothing remarks. Perhaps he is 
even worried a bit himself. But we greatly doubt 
whether his talk has allayed the widespread appre- 
hensions. More likely it has increased them. The 
obvious reaction must be that the critics of the 
Administration’s spending policy must have a good 
case if the President goes to such lengths in an 
effort to silence them. 


BETTER LATE THAN NEVER... We were rather sur- 
prised the other day to read that Secretary of Agri- 
culture Brannan thinks he detects a growing hos- 
tility among urban dwellers to the Government’s 
farm price support program, and he fears this hos- 
tility may threaten the whole program. How right 
Mr. Brannan is. But his discovery is hardly start- 
ling. Most everybody has known about this for quite 
some time. But—better late than never. We were 
very much afraid it would be “never.” 

Lots of things are wrong with the farm program 
and we have pointed them out repeatedly and, as we 
thought, objectively. But one of its worst faults is 
that it is virtually bound to create the hostility which 
Mr. Brannan suddenly detects and deplores. We 
would add. however, that if there is hostility, it is 
not so much of group against group but simply 
against an inefficient and unjustified farm program 
which has cost the nation dearly in the past and 
has been one of the main causes of the inflationary 
spiral more recently. 

Mr. Brannan should take a good look at what the 
farm program has done to raise the food cost of the 
urban dweller, beset by taxes and inflation. Even 
now, at the first sign of some relief from high food 
prices, the consumer finds the Government—suppos- 
edly ready to fight high prices everywhere—stepping 
in to keep farm prices up. Mr. Brannan should re- 
member the “potato scadal,” the “butter scandal,” 
etc., which aroused nationwide indignation not so 
many months ago. Considering all this, resentment 
is natural. The only surprise is that’ it took Mr. 
Brannon so long to detect it. 

Unfortunately, the remedy he suggests is equally 
bad. He proposes that farmers should try to over- 
come this hostility by convincing urban workers 
that farmers are concerned with their problems too. 
Could this mean that he urges a stronger political 
coalition between farmers and labor? It could be, 
because that coalition shows signs of getting brittle. 
Yet any such course would merely be tantamount 
to a race to see who will get the most. 

The very fact that the farm program has led to 
hostility in itself proves that it is basically wrong 
and needs an overhauling. This thought is shared 
by many farmers and farm group leaders who do not 
like the program that profits them at public expense. 
The thing to do is to take the pork barrel out of it. 


HARDY PERENNIAL... . There will be renewed pres- 
sure on the International Monetary Fund to permit 
newly mined gold to be sold at above the statutory 
price of $35 an ounce and some day perhaps that 
pressure may become too strong to be resisted. Right 
now, the governors of the Fund give every indication 


that they are chary of the gold issue and will tr 
to avoid any formal discussion of this touchy prob 
lem. The question will be left to the directors of th 
Fund who will meet next week after the presen 

annual governors meeting is terminated. : 

At that time, the directors will take up a staf 
report on premium gold sales, containing also sug. 
gestions of steps which the Fund could take to limit 
them. The feeling however is that since it woul 
be very difficult to place any effective curbs on sucif 
premium sales, the best policy may be to permit) 
some latitude in these sales—as already is being don 
—in the hope that competition will keep the pric 
down at least to present levels. This view seem} 
widely shared. ; 

As it is, premium gold sales are not as serious a 
question now as some time ago but that does nop 
mean that it could not become one again. Pressurj 
to loosen up restrictions is inexorable. Southern} 
Rhodesia for instance wants the same privilege with) 
respect to sales of newly mined gold for industrialp, 
purposes as is now enjoyed by its neighbor, the Union> 
of South Africa. Everyone knows of course tha 
much of the “industrial gold” sold at premium price} 
has ultimately found its way into gold hoards of 
speculators’ hands. 

This is probably not the time for a general up. 
ward revision of the statutory gold price. But such} 
a time will come, we think, if inflation is allowedf 
to continue with resultant further depreciation of 
the value of the dollar. It is unthinkable that such 
depreciation can indefinitely be prevented from find. 
ing expression in the price for gold. 

























BOND vs. STOCK YIELDS .. . The average yield of 
high-grade bonds is now about 3% and the yiell> 
on common stocks about 6.25%. The difference be 
tween the two represents one of the chief reasons 
why so many investors nowadays prefer stocks t 
bonds, a radical change from former times when 
bonds were the chief vehicle for investment. 

It is obvious that the less dollars are worth in 
purchasing power, the more of them the individual 
needs to supplement his income, especially if he is 
in the medium or higher income brackets, where 
taxes take the heaviest toll. Since the investor must 
pay taxes on interest as well as dividends, he is 
going to try to obtain more dollars for every dollar 
invested, which is to say, that he is going to invest 
in stocks rather than bonds. 

For example, let us assume that the individual inf 
the medium brackets pays a minimum tax of 35% 
on a $1000 annual income from bonds. His net return 
in that case is $650. Suppose, instead, he invests in 
stocks from which he secures a $2000 income. Even 
if he pays a 45% tax on the higher income, the 
amount remaining will be $1100, far in excess of 
what he obtains from bonds. 

The desire to secure a higher income is one of the 
paramount factors operating in the stock market. 
The threat of inflation works in several ways. Some 
people think of stocks, especially those representing 
raw materials, as inflation “hedges,” but we venture> 
to think that a factor of much greater importance 
in recent years has been the need of people to secure > 
as large an income as possible, both as a means off 
providing for the higher cost of living and, also, to} 
offset the growing pressure of high taxes. 
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| peace treaty concluded 


As 9 See Ge! 


BY ROBERT GUISE 


THE COMING SHOWDOWN 


SJ he San Francisco conference gave us a peace 
treaty but by no means peace. Gromyko’s fiasco in 
fact seems to point to a showdown that may not be 
too long in coming. That’s why the next few weeks 
may be of crucial importance, perhaps bringing the 
answer to the long-smouldering question of war or 
peace. 

With the Japanese 


' and a German arrange- 
eral up. 
But suchf 
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_ self in a serious dilem- 


ment in the offing, the 
West is moving to con- 
solidate ifs position in 
both Europe and Asia 
and the Kremlin can 
hardly be happy about 
it. While it must find it- 


ma, it is unlikely that > 
it will swallow its de- 
feat and merely sulk. 
Gromyko has said that 
Russia’s answer to the 
San Francisco confer- 
ence will not come in 
San Francisco. But if 
there is to be an an- 
swer, the time for it is 
growing short, and Rus- 
sia must know it. The 
Kremlin will have to 
choose between substan- 
tial concessions in con- 
tinuation of its drive to 
divide and lull the free 
world, or greater force with the inherent risk of 
precipitating World War III. 

The simple fact is not only that Russian diplomacy 
and propaganda has suffered a painful defeat but 
that western counter-measures against Russian ag- 
gression are beginning to hit home. With conclusion 
of a Japanese treaty and projected inclusion of 
West Germany into the West’s defense bulwark, not 
to mention our own rearming, the world power bal- 
ance is rapidly changing against Russia and she 
may well decide that the situation may require 
action, or at least a big gamble that could readily 
lead to ever-widening conflict. As things stand now, 
the contentions between East and West will.hence- 
forth move from secondary to major issues, and 
inherent risks are bound to grow proportionately. 

Russia’s answer could well come in Korea where 


the communists now have a larger build-up than ever 
| before. If so, it would not surprise. But the danger 
» Is that it may lead to a sequence of events that 


SEPTEMBER 22, 


1951 


“PERHAPS HE REALIZES THE RESULT’ 





would be difficult to limit or control. The Kremlin 
must be aware of this just as it will probably feel 
that the new initiative shown by the free world will 
compel it to review its tactics if not its grand 
strategy. The communists must know that if they 
stage another bloody offensive in Korea, they run 
the risk of punishment with everything we got. 
Large segments of pub- 
lic opinion will demand 
this and the clamor for 
such action may become 
well nigh irresistible. 
Yet the chances are 
that the communists, 
when weighing the al- 
ternative between re- 
treat and war, may 
shrink from the latter 
choice. They may rea- 
son, and correctly so, 
that we are becoming 
too strong for them al- 
ready. Such reasoning 


je) *s 
Ui) 


b 





AR would certainly find 

wy support in the tougher 
— attitude our Govern- 
‘ ment has latterly taken 
against them. While 


they may sorely want to 
keep us from filling the 
power vacuum created 
by Japan’s defeat, they 
may be content to try 
to do this with other 
measures. Our guess is 
they will, short of all-out war. 

It would be folly to assume that the Kremlin may 
suddenly become “reasonable”. It may choose a 
course of harassment and threats, with the sinister 
design of hostile moves elsewhere, yet with the 
danger of all-out attack diminishing in direct pro- 
portion to our own growing strength. If so, the 
grand showdown may come at another time or an- 
other place, for even should Russia retreat, she will 
not go to sleep. All the more reason that for us to 
build and maintain our strength. 

We have been doing that for some time, not just 
by pushing rearmament but by building “positions 
of strength” and in so doing, we took progressively 
greater risks. The question is whether the Soviets 
will tolerate these positions of strength which they 
know will eventually put them in their place, or 
whether they will try to smash them while they 
think there may still be a chance of success. The next 
weeks or months may tell. 


Loring in the Evening Bulletin 
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New Market Leaders in the Making 


Average industrial stock prices reached new high ground during the last fortnight. 
The market has become more speculative, increasing the potentiality for reaction even 
though the time factor remains uncertain. Some groups and issues are high enough 
to justify partial realizing, as detailed below, where particularly large profits exist. 


By A. T. MILLER 


A verage stock prices rose further over the 
last fortnight, under continuing leadership of the 
industrial list, which attained another new high for 
the 1949-1951 cycle. Utilities edged up enough, fol- 
lowing two weeks or so of correction in August, to 
duplicate their early-August high, which was a new 
“major” high by a slight margin. On average, these 
stocks now stand less than 114 points above their 
1950 high and roughly 4 points above their 1949 
high. Primarily income stocks, there is, of course, 
every reason why they are, and should continue to 
be, slow-movers. The rail group as a whole remains 
well under its key high of last February and mod- 


erately under its rally high of last May. Whether 
or not it manages to work somewhat higher, which 
requires a further spread of speculative tendencies, 
there is nothing in the industry’s position or earn- 
ings-dividend outlook to support any basic change 
for the better in the market status of typical issues. 
In general, it has become less of an investment- 
dominated market in recent weeks. There has been 
increasing speculation, even though mainly on a 
eash basis rather than on margin, in low-priced 
stocks and in run-of-the-mill cyclical industrials. 
Most of the previous pace-setting groups, including 
such prized ones as chemicals, oils and ethical drugs, 
have at least slowed down in the rate of 
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advance. This should not be surprising, 
since they are in all-time high ground 
and current dividend yields are no more 
than 4% in many instances and as low 
as 2% or so in some. You see the shift 
toward more speculative emphasis also in 
an expansionist tendency in average trad- 
320 ing volume. 
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300 The Technical Position 






280 It is true enough that this is exactly 
what was required to “keep the pot boil- 
260 ing’; for, as we noted earlier, it was not 
to be expected that a handful of excep- 
tionally popular stock groups could carry 
avo the market. On the other hand, this more 
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AS INDICATED BY speculative phase begun, as such phases 
220 2.20 generally do, when average stock prices 
MEASURING INVESTMENT AND SPECULATIVE DEMAND were far removed from anything like @ 
0 papnogaem L 120 bargain-counter level. The last major low 
| PRICED STOCKS Fa = joe” (June, 1949) is nearly 27 months behind; 
230 INVESTMENT DEMAND. ron Chat us and the composite industrial list now 
SCALE OF BGT VA eet? oeyo? stands roughly 75% above it, following 
ae po ie - over ten weeks of advance, punctuated 
ire <> by only minor and brief corrections, since 

pit r saat late June. 
TM. - 4 “100 epee fee ao ae 1928- 
or late and ear it can 
200; — SPECULATIVE DEMANI fies be argued that the sient speculative 
: | [seme ar uerr je — niger gc ie possibility 
190 at 1t might well broaden further over 
ee ee oe ee ee, the medium-term can be readily conceded. 
JUNE JULY AUG. SEPT. Nevertheless, it does foot up to progres- 


sive deterioration in the technical posi- 
tion of the market; and it does bring a 
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sizable correction nearer, 
although nobody can say 
how close it might be, for 
when bullishness becomes _ | #10 
increasingly psychological, | a0 
rather than calculated, the 
situation gets somewhat | 1% 
explosive either way. There 
is more of a tendency to 
“play the market’; less 
concentration on analyti- 
cal stock values. 


Measured in the broad- 
est terms — not by any 
daily average of 30 or 50 
prominent stocks—the in- 
dustrial list is now close 
to its historic 1929 high. 
For a number of reasons, 
that does not mean pro- 
portionate, basic vulner- 
ability. For one_ thing, 
stock prices, like prices of 
everything else, are ex- 
pressed in depreciated dol- 
lars. Although there has 
not been too close a rela- 
tionship in the past be- 
tween the course of the 
stock market and that of 
commodity prices, when 
inflation becomes a more 
or less chronic tendency, 
rather than a mere cycli- 
cal variation, and when 
most of the depreciation 
is regarded as pretty firm- 
ly grafted into the econ- 
omy, at least a consider- 
able allowance therefor is properly made in measur- 
ing the level of the market. If you measure it in 
1935-1939 dollars, it is more than 45% under the 
1929 peak. 





Prices and Yield Factor 


Taken alone, of course, that proves nothing, for 
stocks were extremely overpriced at the 1929 high. 
However, it has to be added that, on the basis of 
current price-earnings ratios, average dividend 
yields and the spread between stock yields and high- 
grade bond yields, the general position is materially 
less extreme than it was at the highs of any of the 
last three previous major bull-market tops: 1929, 
1937 or 1946. Suffice it to cite the yield factor. Repre- 
sentative industrial stocks yielded nearly 40% less 
Income return than high-grade bonds at the 1929 
high, roughly the same at the 1937 high and about 
40% more at the 1946 high. At present the stock 
yield is down to around 5.7% from a 1950 top yield 
around 7.5% ; and the spread over the bond yield 
isa very substantial 102°. Nevertheless, it has been 
progressively narrowing, for the maximum spread 
seen in 1950 was nearly 190%. So this argument 
for higher stock prices, if valid, is weakening. As- 
suming some further rise in the market, the spread 
May narrow pretty sharply, for the interim dividend 
level probably will decline in the fourth quarter as 


' 4result of fewer or smaller year-end extras than 
; In the final 1950 quarter. 
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Every major advance differs more or less in its 
psychological motivation. We do not have today the 
“New Era” dreams of 1928-1929, nor that period’s 
speculative bubble blown up on a monumental foun- 
dation of margin, and bank-collaterial, debt. We do 
not look forward, as in the 1942-1946 rise, to victory 
in war, peace and a catching-up boom founded on 
the combination of a big vacuum in civilian durable 
goods and an unprecedented expansion in money 
supply. 

The armament program—without which we would 
probably be in a cyclical economic deflation now— 
assures a generally high level of business activity 
and record activity in the heavy industries for a 
time, with nobody able to guess that time regardless 
of the Administration’s present paper plans. Look- 
ing ahead into X time, there are two apparent alter- 
natives. One is global war. That would hit the market 
sharply, for it would assure a straitjacket of con- 
trols and even higher taxes than now impend. The 
other, which currently seems more probable, is that 
within another 12 months or so, the world balance 
of power will have been so altered by the buildup of 
U. S. might as to end, or greatly reduce, the global- 
war threat and to set up effective pressures for 
tapering off on arms production. Unlike the situation 
in World War II, we are going ahead with a very 
substantial, even if reduced, output of civilian dur- 
able goods, including housing; and with major ex- 
pansion of over-all capacity in civilian industry. 
There will be no big (Please turn to page 690) 
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The Props in Our... 
DEFENSE ECONOMY 


By E. A. KRAUSS 


4, is axiomatic that the pace of business 
from here on will be mainly dominated by defense 
spending, hence business men should acquaint them- 
selves fully with the projected spending time table. 
Some of their current problems arose because many 
anticipated a much faster rise in military spending 
than actually took place during the past twelve 
months. Instead, such spending fell short of replac- 
ing fully the weakening props which in the past have 
supported our postwar boom and which, under the 
joint impact of consumer resistance, controls and 
cutbacks, gave way rather prematurely, that is be- 
fore arms spending could provide an adequate offset. 

A look at the inventory situation confirms this. 
Total business inventories are estimated in the 
neighborhood of $70 billion and are clearly burden- 
some. During the first half of this year, they have 
accumulated at an annual rate of $12 to $14 billion, 
which means that we have been overproducing at 
a rate almost $1 billion a month even if allowance 
is made for the fact that at least part of inventory 
accumulation has been in connection with the de- 
fense effort. 

This state of affairs goes back to two basic mis- 
calculations: (1) Arms spending expanded far more 
slowly than expected. (2) Civilian demand on the 
other hand did not keep up with production once 
the initial war hysteria and fear of acute shortages 
had been overcome. Even when this was realized, 
manufacturers were reluctant to reduce output by 
adjusting it to declining demand, partly because they 
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saw mandatory cut- 
te backs coming soon- 
YS er or later anyway, 
(,¥ and because they 
figured that antici- 
pated gains in dis- 
posable income 
would readily ab- 
im,’ sorb current excess 

} supplies of finished 
s goods once produc. 
ty, tion begins to drop 

a off. 

Civilian output, 
particularly in hard 
goods, has been de- 
clining for some 
— time and is slated 
==for sharper cut- 
backs in the fourth 
quarter. But for the balance of 
the year at least, the scheduled 
increase in defense spending 
probably will not do much more 
than offset the decline in civil- 
ian production stemming partly 
from restrictions and partly 
from the desire to bring inven- 
tories down to more manage- 
able levels. Some question 
whether it actually will be able 
to do that. Much depends on 
what the consumer will do. But 
at worst, it will be a transitory 
problem that will quickly dis- 
appear once the defense effort 
is in full swing. 

In his Mid-Year Report, 
President Truman stated that 
the scheduled increase in secur- 
ity programs will raise total Government expendi- 
tures by about $28 billion, annual rate, from the 
first half of 1951 to the first half of 1952. The ques- 
tion is how this demand will be supplied, and what 
will be the effects. One way of supplying it is to 
increase overall production, hence the official ob- 
jective of a 5% expansion of total output between 
mid-1951 and mid-1952. 

Even if such a goal can be accomplished, it would 
not provide all of the $28 billion of additional goods 
and services which the Government proposes to buy. 
To supply this demand would require, according to 
the Council of Economic Advisers, a contraction in 
non-defense production of between $10 and $15 
billion and a corresponding diversion of resources 
to Government use. . 


No Strain in Civilian Goods Supply 


In that event, there will be little reason to worry 
about deflation or recession. By the same token, if 
diversion from non-defense production will be no 
greater and is met largely out of inventories plus 
some curtailment of non-defense construction and 
non-essential business investment, the quantity of 
goods and services left for everyday consumption 
will in the aggregate remain fairly large. The out- 
look for civilian supplies in other words, will not 
nearly be as strained as some now assume. This 
particularly if consumers continue their current 
spending trends, a good probability barring another 
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soon- It is a safe assumption BUSINESS EXPENDITURES ON rise in Federal spending, 
yway, that efforts to reduce in- NEW PLANT AND EQUIPMENT particularly if present trends 
they ventories will continue. The SECURITIES AND EXCHANGE COMMISSION AND DEPARTMENT OF COMMERCE ESTIMATES in consumer Savings aon- 
ntici- rate of private invest- SRLLIONS OF DOLLARS QUARTERLY tinue. The weight of the 
1 dis- ment is declining by curtail- argument against more in- 
-Oome ment of new construction COMMERCIAL AND MISCELLANEOUS flation at this point rests on 
> ab. and, more recently, by steps RAMLROADS AMD GAS AND " two potentialy volatile fac- 
X CESS to moderate non-essential 6 eressionrhngites ll +: tors, to be true—the rate of 
‘ished business expansion. Even es- “ c inventory accumulation and 
odue- sential expansion programs § the rate of savings. But 
drop are being scrutinized for ‘ ¥ while potentially volatile and 

possibilities of paring them ‘nl cae AE depending on events and 
tput, down to eliminate undue J psychology in no small de- 
hard strain and make possible the ] gree, there are sound reasons 
n de- speed-up in actual arms pro- 4 Z to project savings at a high 
some duction. Y rate and inventory growth 
slated In line with this policy, a at a low one. If so, rising 
cut- proposed programs to en- 3 Y y) ee defense outlays and declin- 
ourth courage industrial expansion y) 7 y y 2 ~——}}_ ing investment, both by busi- 
ice of by rapid tax amortization y 7 : y Y ness and individuals, may 
duled benefits are being deferred. j 7 y Z Z well balance out. 
nding — Even the essential steel ex- | 2 1) i y a — Right now, because of the 
more pansion program will get Be Ww combined effect of civilian 
civil- only half of the structural : cutbacks, lagging civilian 
partly steel requirements during. } , demand and the slow pro- 
partly the fourth quarter. The elec- |] gress in arms spending, we 
nven- tric power industry, no less have something like a defla- 
nage- vital to the economy and the tion gap instead of the much- 
stion defense effort, must also ac- ° : Be feared inflation gap, and this 
eable — cept a fair-sized cutback in 1949 1950 1951 deflation gap could last well 
ds on its expansion program. The Into next year, always de- 
o. But simple fact is that industrial operations now must pending on the progress of defense. Even thereafter, 
sitory be tailored to the supply of basic metals and this we may havea fair measure of stability, rather than 
y dis- apparent necessity if affecting industrial expansion otherwise, in the economic equation which consti- 
effort plans across the board including even vital areas tutes our gross national product, particularly if 

such as oil and mining, apart from steel, electric effective defense spending continues to lag behind 
2port, power, etc. schedules as it likely will. The simple fact is that 
d that It has been suggested, rightly or wrongly, that such spending depends importantly on the pace of 
secur- this decision is in part also based on realization tooling up and that pace is well behind its original 
pendi- that the original expansion program may have been schedule. At least for some time, it will remain so. 
m the too ambitious and actually not fully needed for the At present, expenditures for military uses are 
» ques- defense effort. At any rate it tends to retard it at running close to an annual rate of $36 billion or 
| what a crucial stage when actual arms production is 11% of the gross national product. Thus we are now 
; is to getting into stride. But regardless of motive, it may only spending at the rate which was supposed to be 
al ob- mean an ultimate sizeable drop in plant investment 
at ween and thereby help bridge the production gap and 

alleviate the strain of stepped-up re-arming. NATIONAL SECURITY EXPENDITURES 

wou 
goods New Cutbacks in Hard Goods 7  — 
to buy. 60 AT ANNUAL RATES ———____ 
ling to The same goal is of course also sought through 
tion in drastic cutbacks of civilian goods output, mainly 
d $15 — the hard goods lines, some of which are cut back | 9° --——BsiLLions of pottars— NY 
sources to as low as 58% of the pre-Korean production 

rate. While this may not be felt too much, at least SNS 

for some time, in view of lagging civilian demand, No NS 

it constitutes a further aid towards achievement of N 

balance. WY N 
worry As it now looks, cutbacks in metals will reduce 30 \“S NS 
ken, if — business investment in new plant and equipment N SN 
be nof— by some $5 billion or more next year. Consumer \N SS 
2s plus f durables have been slashed already, and will be 29 SS SS NS 
yn and cut back some more, rendering it probable that con- SN SN WS 
tity of f Sumer spending will continue some $6 billion below SY \N SN 
mption last year’s rate. Additionally, inventory accumula- 10 IS SN WN \ 
he out- wpe —— to drop, will be _— more NS \N NN 
vill not — Sharply and can become negative, particularly when 
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the average for the past twelve months. The actual 
average during that period was considerably lower. 
It is one reason why there is considerable doubt 
whether the $56 billion defense budget for fiscal 
1952 will be spent as planned. 

For the fourth quarter of this year, national 
security expenditures are estimated to run at an 
annual rate of $52 billion, or at a monthly rate of 
$4.3 billion. For the second quarter next year, they 
are estimated to run at an annual rate of $64 
billion or at a monthly rate of not quite $5.5 bil- 
lion. By that time, actual deliveries, and that’s 
what counts, are expected to be up from their cur- 
yent annual rate of $18 billion, or $1.5 billion 
monthly, to an annual rate of $48 billion or $4 
billion monthly. 

We have already noted how the combination of 
softening consumer demand and Government-im- 
posed cutbacks (as well as voluntary cutbacks) have 
had an increasing impact on the props which con- 
stituted the main supports of the postwar boom. 





TREND OF INVENTORIES 

















Output of consumer hard goods has fallen far be. 
low 1950 peaks and though next winter there may 
perhaps be a slight lift in demand for durables, 
not much of a come-back is indicated. Nor should 
there be any serious shortages. 

Another important prop, construction activity, 
in the aggregate has been holding up fairly well 
despite declining residential building due to credit 
restrictions. Because of a spurt in industrial con- 
struction, the total this year may not fall much 
below last year’s, aided by the latest relaxation 
of restrictions on housing in defense areas. On 
the other hand, commercial building is due to de- 
cline fairly sharply from now on; it may be cut 
some 80% until at least mid-1952. 


Other Basic Props 


We have already dealt with trends in inventory 
accumulation and plant expansion, likewise two 
outstanding props of the postwar boom. The former 
are slated to decline; the latter, though currently 
high and running about 25% ahead of a year ago, 
will likewise tend to fall off henceforth in line with 
the policy to moderate industrial expansion. 

Retail trade, another element of strength in the 
postwar era, while no longer booming is still fairly 
high despite numerous soft spots. While subject to 
seasonal spurts and dips, on the whole the trend 
will likely remain sidewise in terms of aggregate 
spending despite the prospect of moderately higher 
consumer incomes. 

In the aggregate, and considering rising defense 
outlays, all this adds up to continued high economic 
activity, though nothing of a run-away nature. De- 
fense alone provides a definite floor under produc- 
tion as well as prices, just as industry’s amazing 
productivity, greatly underestimated over the past 
year, spells protection against serious pinches and 
severe inflationary pressures. 

Right now, it is still not certain just how much 
military output is in sight. The big jump will come 
mainly in aircraft and certain “hardware” such as 
tanks, but there is no danger that civilian producers 
will be left completely out in the cold. There is a 
good reason for it: Even at the peak of the defense 
effort, there won’t be enough war work to com- 
pensate for a really drastic cutback, let alone to 
occupy the facilities that would be idled by a con- 
plete cut-off. The prospect is still for guns and but- 
ter, both in adequate supply. 


Arms vs. Civilian Production 


After all, the defense effort at its peak is sup- 
posed to take no more than 20% of our gross national 
product. While this is a sizeable slice of the nation’s 
output to go for unproductive purposes, it is small 
enough to highlight the continued importance of the 
civilian sector of the economy, and thereby of the 
props which heretofore constituted its principal 
supports. Any further weakening of these props, for 
instance because of shortages creating certain bot- 
tlenecks or by undue restrictions, could have signifi- 
cant implications in that they could readily create 
or perpetuate soft spots in industry that could go 
hand in hand with the defense boom and make the 
latter somewhat less than all-embracing. In other 
words, recessions within the boom—such as we have 


now—could continue to feature our defense-stimu- fF 


lated economy. 
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By J. C. CLIFFORD 


Waxy opportunities still exist for income and 
appreciation, despite the current high prices for 
certain stock groups. At first glance, in terms of 
the daily averages, stocks are at levels which would 
seem to discourage new purchases, but actually the 
market is not as high as it looks, most of recent 
important market gains having been made in the 
chemicals, oils, drugs and rubbers. The rest of the 
market, even among industries which are doing 
well such as steel, has made relatively little progress. 

This divergent performance has given the market 
a somewhat confused aspect which has made it diffi- 
cult for the investor to select issues which have a 
better than average prospect of appreciation. Never- 
theless, opportunities do exist as is shown in the 
accompanying description of six stocks which seem 
to be selling out of line with their prospects. 

Some of the stocks now “selling behind the market”’ 
include a miscellaneous group representing com- 
panies in good position but which for a variety of 
reasons have not as yet participated in the upswing. 
In some cases, the company may be doing much 
better than its industry but the stock nevertheless 
remains affected by the general indifference to the 
group. Illinois Central, described below, is a good 
illustration of such a situation. In other cases, such 
as National Distillers, the market has not yet suffi- 
ciently appraised the new program of expansion into 
the chemical field and is waiting for more general 
recognition of the significance of these important 
changes. Wheeling Steel, another example, which 
had a good rise last year, is still far behind con- 
sidering the fact that not enough attention has been 
paid to its growth as one of the largest earners (on 
a per share basis) in the entire industry. 

Quite often, stocks of promise stay neglected for 
considerable periods because the more active in- 
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vestors prefer equities that are in the limelight at 
the moment, even though these may not be more 
attractive intrinsically than some others which are 
lagging. Whatever the reason for such disparity in 
market action, stocks which have genuine merit, will 
sooner or later come into their own. This is a situa- 
tion from which the patient investor can profit. In 
order to be of assistance in proper selection, we give 
herewith a description of six stocks which appear 
to be behind the market, and which should in the 
not distant future begin to reflect their promising 
position in better market prices. 


Illinois Central in Strong Position 


Illinois Central which sold as high as 75 this year, 
has for months been selling from 15 to 20 points 
lower. This poor action, is not due to any funda- 
mental lack of attraction, but simply because the 
stock has been influenced by the negative action of 
the rails as a group. Had they been able to show 
more vigor, there is little doubt that Illinois Central, 
with its excellent prospects, would have given a 
good account of itself. The present rather cheerless 
action of the group is too formidable an obstacle 
and the stock, perforce, must wait for a change in 
sentiment before it can assert itself. 

Ten years of constructive building, physical and 
financial, have made Illinois Central one of the most 
carriers in the U. S. Contributing 


prosperous 





























“- 
Illinois Central R.R. 

——1951— -1950-—— —__— 

—— -— —Quarters——__— — 

June March Dec. Sept. June 
Gross Revenue (Mil.) $70.0 $72.5 $80.6 $69.5 $64.8 
Operating Ratio (%) 80.0 yi 64.1 73.4 78.3 
Net Income (Mil.) $28 $38 $156 $59 $37 


Net Profit Margin (%) 4.0 5.3 19.4 8.4 5.7 
Net Per Share $ 186 $ 2.62 $11.12 $ 4.22 $ 2.54 
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General Tire & Rubber 











1951 ~—~——1950-—-— 1949 
6 Months 
May 31 Nov. 30 May 31 Nov. 30 
Net Sales (Mil.) ... $85.4 $79.4 $45.9 $47.4 
Net Income (Mil.) $34 $248 6426. $ 35 


Net Profit Margin (%) 4.0 8.6 3.6 1.0 
.. § 5.48 


Net Per Share $11.44 $244 § 53 





strongly has been the reduction in funded debt and 
interest charges. Once standing as high as $377 
million, funded debt was cut last year to $216 mil- 
lion and will be down to $200 million by the end of 
1951. Further benefits will be gained when the debt 
has been consolidated into one issue within two 
years, as planned. Fixed interest payments now at 
$10 million annually will be down to $7.5 million 
when the debt changes have been completed. 

Steady traffic increase plus improvements to plant 
have brought about a strong earnings position with 
earnings averaging about $12 a share for the past 
decade. Without reference to tax refunds, earnings 
were over $16 a share in 1950, and will be about 
$12-$13 this year. 

Because of debt retirement requirements and the 
policy of the road to amalgamate the debt as soon 
as possible, dividends have been held down to a mod- 
est $3 per annum. The way to a higher dividend has 
also been impeded by the preferred shareholder’s 
suit for back dividends, twice rejected by the lower 
Federal Courts and now up before the Supreme 
Court. Once this obstacle has been cleared, there 
will be nothing in the way of a higher dividend. 


Good Prospects Ahead 


While Illinois Central’s earnings have been off 
so far this year, in common with those of other car- 
riers, the fundamentally strong position and definite 
prospects for large earnings place this stock in an 
eutstanding position in its group. Prospects for the 
rails for the last half of the year are better, and 
when they start to reflect this situation, Illinois 
Central will be found among the leaders. At recent 
price of 6114, the stock yields about 5%. 

General Tire & Rubber may be considered well 
behind the leading rubber stocks, not so much be- 
cause it has failed to keep pace market-wise, but 
because its dynamic position has not yet been fully 
reflected in the price of the shares. The Big Three, 
U. S. Rubber, Goodrich and Goodyear, naturally at- 








Wheeling Steel Corp. 





——1951—_—_ 1950 











————__—__——Quar 

June March Dec. Sept. June 
Net Sales (Mil.) $58.8 $58.3 $50.8 $50.5 $44.2 
Pre-Tax Margin (%)....... 24.7 247 20.8 24.1 18.5 
Net Income (Mil.) ............$ 4.7 $50 $46 $58 $ 4.46 


Net Profit Margin (%).... 7.9 8.5 9.0 11.0 10.4 
Net Per Share ... . $3.02 $3.22 $2.95 $378 §$ 2.95 
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tract the most attention in this group as by far the 
largest concerns but General Tire, though much 
smaller, is rapidly coming into its own and in time 
will attain the investment status of the others. 

In recent years, aside from its rubber and tire 
business, the company has been expanding rapidly 
into a number of fields. Among the more important 
of these are rocket and jet propelled missiles, and 
radio and television broadcasting. General Tire owns 
81% of the capital stock of Aerojet Engineering 
Corp., acquired in 1945. 

Co-ordinating its activities in this field, the com- 
pany has erected a large plant in California for 
research and production of jet-assisted rockets, roc- 
ket propulsion etc. A $6 million plant is in process of 
erection with sales from this source alone running 
at about $20 million a year, and when completed it 
is estimated that the potential in sales will amount 
to $100 million a year. 

The company’s activities in the radio and televi- 
sion fields are also important. Owning the entire 
stock of the Yankee Network, the only regional net- 
work in New England, the company through affilia- 
tion with CBS, ABC, Dumont, and Mutual has very 
large radio and television coverage. At the end of 
1950, it acquired the Don Lee Radio Network. Fol- 
lowing this purchase, the Thomas S. Lee Enterprise 
was taken over at an investment of about $5 million. 
This enabled General Tire to become the western 
outlet for the Mutual Broadcasting System. The com- 





National Distillers Products 








——1951|—_—_ 1950 








Quarters 
June March Dec. Sept. June 
Net Sales (Mil.) $64.5 $136.9 $123.8 $112.9 $89.0 
Pre-Tax Margin (%) 7.6 47.3 15.3 10.4 9.1 
Net Income (Mil.) S28 $ 65 $111 6 39 $50 
Net Profit Margin (%) 4.4 6.2 8.9 52 5.6 
Net Per Share S a7'$ 1O2$ VSS -25 §$ 6 
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bined net income of the Yankee network plus the Don 
Lee business will bring in about $1.5 million this 
fiscal year, before taxes. 

Notwithstanding its great activity in these new 
fields, in addition to its normal tire-building business, 
General Tire has maintained a strong financial posi- 
tion with working capital at $38.8 million against 
$14.5 million in 1945. At that time, the stock sold in 
a range of 26-46 and its present price of about 47 
represents a very moderate advance in view of the 
great progress made by the company in the inter- 
vening period. For example, earnings for 1950 were 
$13.88 per share and about $12 a share is estimated 
for 1951. At recent price, the stock is selling at 
only four times anticipated earning, a very low ratio 
indeed. Dividends have been kept at a modest rate 
of $3.00, which could be easily be increased. 

Together with other steel shares, Wheeling Steel 
has been in a compartively narrow price range since 
the beginning of the year, between 33 to 43, and 
except for the past two or three weeks, when steel 
shares hardened, has been selling a 35-40 for months. 
Part of this comparative sluggishness has been due 
to the fact that the stock was digesting its gains of 
last year, which witnessed a two-for-one split, fol- 
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| lowed by a 25% stock dividend. However, the pres- 








ent price is quite out of line with the large earnings 
of the company. For the first six months, Wheeling 


| Steel earned $6.24 per share, and it is expected that 
| the full year’s earnings may top those of 1950 when 
| $11.59 per share was reported. Based on such ex- 
| pectations, the stock at 43 is selling at only about 
' four times earnings, a rather low ratio. 


In common with the rest of the steel companies, 


Wheeling Steel is benefiting from the immense steel 
' demand which is likely to continue indefinitely. In a 


sense, the Government’s needs and the general 


shortage of steel places these companies in a rela- 
tively sheltered position. In recent years, the com- 
| pany has not reported its iron ore tonnage but it 


is known that it obtains an ample amount from its 
own properties, and also is part-owner of other iron- 
ore interests, so that it is in a fortunate position of 
not being squeezed, as are so many other steel com- 
panies, by the scrap shortage. 

Since 1947, an extensive modernization program 
has been into operation with expenditures so far 
at above $50 million. Another $24 million has been 
allocated for the period 1951-53. This has permitted 
benefits from plant improvement and other savings, 
especially from its coke ovens, which have been 
placed in a position where a savings of $2 million 
annually from this source alone can be affected. 

Wheeling Steel is a leader in the lighter steel field 
with its own fabricating subsidiaries consuming a 


- large portion of the company’s output. This permits 


operations above the trade average. Taxes for the 
first half have been figured at a maximum and 
though a rise in tax payments is expected for the 
balance of the year, net will closely approximate the 
$11.59 of 1950. At the current price of 43, the yield 
based on the indicated annual dividend of $3, is 
about 7%. The company’s liberal record shows that 
a higher return can be anticipated. 

National Distillers has been affected by the slow 
action of the distillers’ shares but this is because 
more attention has been paid by investors to the 
whiskey end of the business than to the chemical 
end which bids fair to put the stock eventually into 
the “growth” class. Whiskey sales are in a current 
slump reflecting over-buying by dealers but this is 
considered temporary and more normal conditions 
should prevail shortly. It is on the chemical side 
that attention should be focused for the company’s 
long-range prospects have been greatly enhanced 
by its impressive entrance into the chemical field. 

The merger with U.S. Industrial Alcohol has been 
completed, with profits from this source running at 
$4.8 million annually. National Petro-Chemicals, 
owned 60% by Distillers and 40% by Panhandle 
Eastern Pipe Line, has been organized and an ag- 
gressive program inaugurated for the extraction and 
processing of hydrocarbons from gas. With the easy 
availability of raw materials, this enterprise should 
prove profitable. The company also owns a 20% in- 
terest of Intermountain Chemical, the balance of 
80% owned by Food Machinery & Chemical. A plant 
will be built to produce 300,000 tons pure soda ash 


| from deposits which are believed to be the only one 


in existence. 

To take care for these various acquisitions, the 
company recently sold $50 million in preferred stock, 
at the same time greatly improving its financial 
position. Earnings this year will approximate those 
of 1950 when $3.45 per share was shown. Major 


| additions, such as National Distillers has embarked 
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Colgate-Palmolive-Peet 





—-——195] ——— 1950 
Quarters 
June March Dec. Sept. 


$ 48.1 $72.7 $54.2 $62.5 

Pre-Tax Margin (%)......(d) 10.3 14.9 19.0 14.9 

Net Income (Mil.) (d)$ 9 $ 4.3 $ 5.2 

Net Profit Margin (%) 5.9 . 8.4 3 
Net Per Share (d)$ .49 $2.04 $238 $2.58 $ .92 











Net Sales (Mil.).... 





(d)—Deficit. 





upon in the chemical field, take time for integration 
but once the preliminary steps have been taken, it 
is likely that the company will become an increas- 
ingly important factor in the chemical and petro- 
chemical field with its wide potentialities of expan- 
sion. Looked at from that angle, the stock of the 
company, which is one of the best in the liquor field, 
should attract attention as a chemical, as well. On 
the present $2 dividend, the yield at current price 
of 33 is approximately 6%, a satisfactory return 
for an issue with good future prospects. 

Colgate-Palmolive-Peet, which has been affected 
by adverse conditions within the soap industry, is 
nevertheless again attractive since the recent slump 
seems about to be replaced by a revival. As the ac- 
companying table shows, earnings dropped in the 
second quarter, caused mainly by a severe inventory 
write-off in primary raw materials such as fats, oils 
and alkalies. Conditions in these markets are now 
stabilizing and the LIFO system of inventory ac- 
counting in use by Colgate should enable the com- 
pany to reflect the improved commodity situation 
in its next income report. 


Stable Earnings Record 


Despite the second quarter deficit, it is estimated 
that earnings in 1951 will approximate $5 a share. 
Since 1946, earnings have been stable at a high level, 
fluctuating between $5.33 and $7.66 a share in this 
period. Such a record of earnings indicates the en- 
trenched position of the company, which together 
with Procter & Gamble and Lever Bros. (Brit.) are 
the three dominating concerns in the soap industry. 
Confidence in the company’s immediate future is ex- 
pressed by the management’s decision to spend $17 
million on expansion of plant and equipment. Divi- 
dends have been paid consecutively since 1895, a 
remarkable record in itself. The present rate is $3 
per share, giving a yield of over 6% at the current 
price of 47. It is worth noting that despite a poor 
second quarter statement, (Please turn to page 688) 
































United Aircraft Corp. 
—-—-1 95] - 1950—_—___—_ 
Quarters 
June March Dec. Sept. June 
Net Sales (Mil.) $97.8 $87.9 $76.9 $59.5 $67.4 \ 
Pre-Tax Margin (%) 8.2 99 VES 10.2 7.4 
Net Income (Mil.).... . $2e $43 $39 $2E $29 
Net Profit Margin (%).. 3.0 3.7 5.0 4.8 4.3 
Net Per Share.................. § G4 $ 96 $I Ss FS 
TENET POEL SE ARE AEE LORE rr 
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be rom September 18, 1949, the date of 
widespread devaluations abroad, through the middle 
of August 1951, the United States lost some $2.9 
billion in gold. Although we still had left some $21.8 
billion in gold—nearly 50% more than in 1938—many 
people saw in this loss an evidence of the weakening 
of the international position of the dollar. 

Fearing that heavy defense spending would add 
fuel to inflationary fires, they braced themselves 
for a further flight from the dollar and more heavy 
gold losses before the end of this year. Instead, there 
has been no loss of gold since mid-July. Actually, 
we gained some $50 million of gold during the month 
of August, and again some $54 million during the 
first week of September. 

One could argue that one swallow does not make 
a summer and that a $100 million gain in gold is 
too small to warrant an assumption of a shift taking 
place in our international payments. But this is not 
the only sign heralding that such a change is taking 
place. Short-term dollar assets of foreigners have 
ceased to grow since last spring, and had actually 
declined several hundred million dollars by the end 
of last June. 

Here again one could argue that this decline might 
have been due to foreign countries, banks, and na- 
tionals switching from short-term Governments 
into long-term U.S. Government securities. However, 
there is also London. 

For some time now, London has been reporting 
that gold and dollar resources of the sterling area 
“pool” have been declining, and that Great Britain 
might be faced before long with the appearance of a 
new “dollar shortage”. Mr. Gaitskell, the Chancellor 
of the Exchequer, confirmed last week, in his talks 
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with Secretary Snyder, that Great Britain is faced 
with a rapidly growing dollar gap, and presumably 
he is now conferring with the Commonwealth Fi- 
nance Ministers, attending the meetings of the Inter- 
national Monetary Fund, on how to prevent a further 
deterioration in the sterling area’s dollar position. 

In view of all this, is the world facing a new “‘dol- 
lar shortage” problem? Or is this the “old dollar 
shortage problem” merely emerging again, after 
being obscured by our heavy, but temporary, draft 
on foreign resources following the outbreak of the 
Korean war? The point is that with re-emergence of 
the dollar shortage problem, we may see a setback 
in the progress made in the last two years toward 
relaxation of trade and the lifting of exchange re- 
strictions. 


Dollars in Short Supply 


Basically, ‘dollar shortage” is an evidence of an 
unbalance in our international payments with the 
rest of the world. When that happens, the world is 
forced to dip into its gold and dollar reserves, and 
husband them, as one English writer put it, ‘like 
water in the desert”. In the immediate postwar 
years, there was a chronic unbalance in our inter- 
national payments, owing to (1) the impoverish- 
ment of foreign countries that did not have enough 
goods to export, (2) the fact that the United States 
was more advanced technically, and could produce 
goods more cheaply and efficiently, and hence con- 
pete in the world markets more effectively, and (3) 
the fact that overvaluation of currencies made for- 


eign goods too expensive, and hence unsaleable in — 


the dollar area. 
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The combination of postwar rehabilitation, the 
Marshall Plan, and the currency devaluations in 
1949, brought about the recovery of production 
abroad and the availablity of enough goods for ex- 
port at competitive prices. A balance was restored 
in our international payments with foreign coun- 
tries, and the dollar shortage problem appeared to 
be more or less solved. Many economists, especially 
abroad, persuaded themselves that the prophesy of 
the late Lord Keynes had finally been realized, and 
that the United States had become a “high-living 
high-cost” country for good. 


Effect of Commodity Price Decline 


Then, while the international payments between 
us and the rest of the world were being put on a new 
and presumably healthier basis, came the war in 
Korea and a great scramble for commodities under 
the mistaken impression that a defense economy 
would create shortages of wartime intensity. During 
this almost panicky grabbing at world resources— 
with businessmen competing with the Government 
-prices doubled and even trebled, particularly in the 
case of those commodities which were produced in 
the areas threatened by communist invasion. 

Our purchases abroad, which prior to Korea were 
at an annual rate of about $7.5 billion, rose to an 
unprecedented level of $12.8 billion during the first 
quarter of 1951 (adjusted figure, including pur- 
chases by our military). Including our gifts and 
grants and the outflow of capital either for invest- 
ment or for safekeeping abroad, during the first 
nine months after the outbreak of the Korean war, 
we were providing foreigners with dollars at an 
annual rate of $17 billion. 

As will be noted from the first accompanying 
table, foreign purchases here of merchandise and 
services came nowhere near that amount, particu- 
larly during the third and fourth quarters of 1950. 
The result was, of cou”se, that the rest of the world 
began to accumulate large sums of gold and dollars. 

However, the situation began to change early this 
year, though the lag resulting from the time differ- 
ence between the actual purchases of goods abroad 
and their arrival in this country blurred somewhat 
the picture. In the first place, the scramble for com- 
modities began to lose vigor after the break-up of 
the Chinese offensive in February. It became clear 
that we could deal with the enemy. The U.S. Govern- 
ment started to ease off on stockpiling, and the price 
freeze in January barred private traders from bid- 
ding for such commodities as hides and non-ferrous 
metals in foreign markets. 


As production abroad continued unhampered, 
American businessmen and consumers alike con- 
vinced themselves that no wartime shortages were 
in prospect. And as they started to fall back on their 
freshly accumulated inventories, prices began to 
tumble and our purchases abroad declined. However, 
the full effects of this development are yet to be 
seen. During the second quarter of 1951, our foreign 
purchases fell off by about $1 billion. A further drop 
ls anticipated in the third quarter, due partly to 
seasonal influences. 

While our imports show an indication of declining, 
our exports meanwhile have been expanding. From 
the pre-Korean rate of about $9.6 billion, they rose 
to an annual rate of about $12.4 billion during the 
last quarter of 1950 and to a rate of $16 billion dur- 
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U. S. International Payments Since Korea, 
By Quarters, At Annual Rates 


(in billions of dollars) 








3rd Quar. 4th Quar. Ist Quar. 2nd Quar. 
1950 1950 1951 1951 
Dollars Provided to 
Foreigners Through 
12.0(a) 
Gifts and grants 3.9 49 4.6 4.5(e) 
Loans and capital outflow 2.8 1.4 a a 
Total 16.8 17.6 18.1 16.7 (e) 
Dollars Needed By 
Foreigners To Pay For: 
Merchandise exports 10.0 12.4 13.6 16.0(e) 
Services and dividends (a) 6 1.4 1.4 1.2(e) 
Total .. x 10.6 13.8 15.0 17.2 
Surplus of dollars:... 6.2 3.8 3.1 
Dollar Gap: 
Actual figures: 
Loss of gold .. a 8 # 
Change in Dollar assets +.8 +.2 —.) 
Total . 1.5 1.0 8 








(e)—Estimated. (a)—Net balance on invisible srevices and income 
from investments. NOTE: 3rd Quarter 1950—First Quarter 1951, 
figures from the ‘Survey of Current Business”, Dept. of Commerce. 

















ing the second quarter of 1951. In addition, as will 
be seen from the first table, our so-called “invisible” 
earnings for service expanded appreciably as a con- 
sequence of a boost in the outbound shipping rates 
and mounting income from foreign investments, 
estimated now to be running at least 25 per cent 
ahead of last year. 

At first, the expansion of our exports seemed to 
have been due to a scramble for the goods produced 
in the United States, in (Please turn to page 686) 
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Gold and Short-term Dollar Assets 
of Foreign Countries 


(In millions of dollars) 


Sept. 30 June 30 March June 


























1949 1950 1951 1951 
Canada ence 985 1,256 1,653 1,683 
Great Britain (London “‘pool’’).... 1,425 2.422 3.758 3,867 
Other St. Area holdings 702 766 772 777 
Total 2,127 3.188 4,530 4,644 
Germany ; 148 228 242 357 
Switzerland . 1,999 2,154 1,963 1,961 
Other West. Europe 3,419 3,581 3,726 3,700(e) 
Total 5,566 5,963 5,931 6,018 
Mexico : 221 224 389 420(e) 
Argentina .. rer 389 454 633 632 
Brazil ; 462 441 577 529 
Uruguay 5 226 255 377 368 
Venezuela 484 498 474 449 
Other Latin Amer. ee 1,034 1,140 1,204 1,190(e) 
Total : 2,816 3,012 3,654 3,588 
Japan .... 161 339 406 343 





World (estimated ..12,610 14,750 17,480 17,600 





(e)—estimated. 











H. appening pie th a 
Washington 


DECISION of Economic Stabilizer Eric A. Johnston to 
retire from his present post next month and return 
to the presidency of the motion picture producers 
association is being presented generally as an act of 
resentment against curtailment of his jurisdiction by 





WASHINGTON SEES: 


The State Department and the economic bureaus 
here were deeply interested in the recent New 
Zealand election and still are attempting to analyze 
the implications, root out traces of trends. 

The Nationalist Party had been in control for two 
years, had called for a vote of confidence, thereby 
moving up the regular voting time by one full year. 
The Labor Party had been out of office for two 
years (following 14 years of unbroken tenure), and 
put up a stiff battle to return. The Nationalists won 
rather easily. 

At first blush this might seem a telling blow to 
the hopes of labor governments. The outcome was 
examined, naturally, in the light of growing belief 
that the next polling in England will mark eclipse 
of the Labor Government there. Washington finds 
the New Zealand election largely without global 
implications. 

Reason for that conclusion is in the fact that a 
labor government could hardly do more to main- 
tain a welfare state than the nationalists already 
are doing. Very little has been changed since labor 
was turned out of office; for example food subsidies 
and wage increases haven’t been curtailed al- 
though the little country is seen rushing down the 
highway to inflation. 

New Zealand always will be watched for politi- 
cal trends for its people are much like the Amer- 
icans and the British in customs and thinking. Labor 
seized control two years after the New Deal came 
into power here. England’s labor party is very 
similar to the New Zealand parties—both of them. 














MR. JOHNSTON’S POLITICAL AMBITIONS 


By E. K. T. 


Defense Mobilizer Charles E. Wilson. Johnston says 
that isn’t so, calls attention to the fact that his leave 
from the movie industry expires next month and he 
simply wants to get back into private industry. (He 
receives $17,500 from the government; his private 
job pays $125,000). Real fact of the matter is that 
Johnston has political ambitions, is gunning for the 
GOP vice presidential nomination. He bears watch- 
ing! 


ORGANIZED labor has a rendezvous with destiny, 
which will be kept within the next 12 months. Philip 
Murray, president of CIO, will retire at the end of 
his current term, a decision forced by illness which 
won’t allow him to continue in the rough-and-tumble. 
Murray is much younger than either of the others in 
the Big Three—William Green of AFL who is near- 
ing 80, and John L. Lewis of United Mine Workers 
who is appreaching the mid-70’s. The enmities of 
decades of rival leadership will dissipate when 
Murray retires; Green, as a virtual certainty, and 
Lewis as a probability, can be counted on to bow out 
too. It’s organized labor’s first real chance for total 
unity under one banner. 


PRIVATELY operated “consumers advisory bureaus” 
have flourished over the years and have had telling 
effect on sales of branded merchandise, advancing 
the trade marked articles which win its badge of ap- 
proval, retarding others. Now, the government may 
step in, create its own “seals of approval.” Proposed 
is establishment of a laboratory-equipped department 
within the Department of Commerce to test and 
evaluate the quality, utility, and abundance or short- 
age, of given commodities. Other agencies, the 
Bureau of Standards for instance, would cooperate. 
ef me (H.R. 5189) has real potentialities—guod and 
ad! 


LIBERALIZING importation of foreign made goods is 
being studied by the ways and means committee 
which has before it a proposition to permit duty- 
free merchandise to come in provided each shipment 
is valued at $10 or less. The idea appears to have 
Administration backing for it is sponsored by Rep. 
R. L. Doughton, North Carolina democrat. But others 
are wondering about the effect on retailers. 
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It was the 8lst Congress with which the republi- 








planned to begin that branch's work with a prayer and end 
it with a probe. There were investigations but they 
don't come near matching those of the present session, 
numerically or in scope. Now another one impends. 

Senator Burnet R. Maybank believes there hasn't been 


exercise of good business judgment in the Veterans 


re} To Administration, wants an inquiry into handling of the 
Veterans National Service Life Insurance fund. Nothing 
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wrong, he explains; just not wise investment. 





iy, The South Carolina senator isn't giving the 
hess Treasury Department good advertising in his objection 
that the three per cent treasury bonds now paid on invested 
veterans' insurance fund, isn't good enough return. He 
proposes that the money be invested in mortgages which the 
Veterans Administration itself guarantees. Benefits he 
foresees are four per cent mortgage money without jeopar- 
dizing the life insurance and pension programs. The amount of money involved is not 
inconsiderable — 5.6 billion dollars. 






































The Office of Housing Expeditor is making field surveys to determine whether 
all communities designated as critical defense housing areas should not be placed under 
federal rent control. There are 30 such areas, only 12 are controlled. The situation 
gives rise to some paradoxes. The theory — and the fact -- is a critical defense area 
is one of crowded housing conditions, yet by its very designation it has priority on gov- 
ernment asSistance of all description for new housing. Local businessmen usually don't 
want rent controls, but without such rules they're likely to lose government business. 
Defense agencies threaten to send no more contracts to areas where housing is not 
adequate to shelter workers filling the existing orders. 


















































The back-to-the-farm movement is definitely on, although it appears that many 
of the purchasers of rural land are going to the country for the first time, not "back" 
to it. In the four months ended July 1, farm land values rose five per cent, the Depart- 
ment of Agriculture finds. And this while the value of farm products was dropping six 
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Showed the smallest, 2 per cent. 














Studies show the nonfarm buyer was the most active purchaser of "country land." 
Persons of that class bought almost one-third of the farms sold during the 12-month 
period ended March 1. A greater than usual proportion of the farms sold also went to 
people living outside the counties in which the land is located. Another point of sig- 
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bought entirely for cash, and a gain in the down payment on those purchased on credit. 








There's hope ahead on the sulphur supply situation but it's going to be a 
matter of scratching for both military and civilian industry for at least one year. 
Until recently, little attention was paid to sulphur; today it is the commodity that 
determines whether many essentials will be produced in abundance or go into scarce 


supply. Agriculture would be prostrate without it. And the United States is one million 




















Gasoline is one commodity which is certain to receive its full share of sul- 
phur, but newsprint -- the paper on which newspapers are printed -- will be cut. Eighty 
ber cent of this country's paper needs are supplied by Canada which also is feeling the 
World shortage, threatening to cut paper milling to the extent that the United States 
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fails to ship sulphur. A new source of tremendous potentiality has been discovered in 
Louisiana, but it won't begin delivering for about two years. Substitutes aren't work- 


ing out. 
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of bills aimed at a "stronger" statute on lobbying. Like the Minnesotan's bill to 
"strengthen" the antitrust laws, and his numerous other reforms, this one finds the 
weaknesses in performances of big business and the corporations generally. So he pro. 
poses among other things that all lobby groups and registered trade associations be 
required to list contributions from $50 up. The present law requires disclosure only 
when $500 or more is contributed by one individual or firm. Also, Senator Humphrey 
wants provision made for wider publicity on names, purposes, and practices -- as well 
as financing -- of registered lobbyists. Nothing in the bill on disclosing personnel 
or costs of government agency lobbying! 
























































It isn't that the railroad workers don't want increased pensions, but they 
don't want the pension increase bill which has been voted out by the house committee 
and they're lobbying almost frantically to have their friends on Capitol Hill vote it 
down. The committee projects a 15 per cent increase in pensions, which is exactly 
what the rail union wanted. But congress would not be asked to appropriate any addi- 
tional funds or provide any other method to pay the higher rates. The result, the rail 
workers know, would be a weakening of the entire Railroad Retirement System; it 
couldn't exist long under the financial drain. That's why they are back "on the Hill" 
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asking their friends to forget about it. bet 
ten 

More than one year has passed since the Army seized the Class 1 railroads to anc 

prevent a strike and except for the fact that about a dozen rail executives have been f peo 
put in uncomfortable and unfamiliar khaki uniforms (otherwise undisturbed), nothing an 
appears to have happened. It's the longest government operation since World War 1, and bac 
it would have raised the cry of "nationalization" were it not for the fact that the . aoe 
trainmen rarely see a military man except when he's a paying passenger. The army the 
doesn't mind, particularly; it's a big chore, but the same persons are doing it as always. f unt 
tral 

The situation, however, is causing murmurs in congress. Some of the law- be | 











makers view seriously the fact that the methods which have brought rail management ani aie 
labor together in the past have utterly failed this time and there's no substitute in 311 
sight or even being worked on. The engineers, the firemen, and the conductors haven't nea 
edged toward agreement in the past year although the trainmen made up with management J yes 
after making the faux pas of conducting a short-lived wildcat strike. The trainmen abu 
have been collecting higher wages for almost one year now; the other groups still are that 
working at the old scale. Even if they settle now, they might run into trouble with - 


mov 
the Wage Stabilization Board; they certainly will if the offer and acceptance involves} (), 






































a substantial pay increase. Gov 
: T 

AFL's League for Political Education is waiting for the results of its nation-f j4. 

wide "Welcome Home" parties for vacationing members of the house. The congressmen wati 











returned to the Capital September 12 after a few weeks respite waiting for the senate § ever 
to catch up with house actions. All AFL units were alerted to "welcome" their repre- 27 
sentatives, visit them with demands for revision of the price control laws in harmony ey? 




















mile 

with the White House demands. With a slight suggestion of sarcasm, the political way: 
league messages its affiliates: "You'll find him (the congressman) in the post office § and 
building or another federal building where he has a free office." es 
d 


Somewhere there is misplaced confidence with respect to the amendments the f Uailr 
President's asked for. The AFL may be regarded as following standard operating pro- tn 
cedure and it can only be speculated whether their leaders actually believe the cam- a. 
paign will be successful. But it is apparent that the OPS thinks changes will be madéh nop. 
along the lines urged by Administrator Di Salle and embraced in the Presidential mes- §— mon 
sage. In any event OPS lawyers aren't issuing any orders to carry out the terms of the trucl 
Herlong and Capehart Amendments, although they are law. On the other hand, hardly an ol 
encouraging voice is being heard from Capitol Hill; encouraging, that is, to OPS. 
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jie a measure of a nation, there can be no 
better yardstick than a country’s transportation sys- 
tem, and ours has grown to truly impressive size 
and efficiency. Since it is vital for the movement of 
people and goods, and to hold together and correlate 
a nation’s activities, it has rightly been called the 
backbone of the economy. By the same token, trans- 
portation is the nation’s first line of defense. Since 
the growth of a country’s economy usually parallels 
the growth of its transportation, for the former is 
unthinkable without the latter, the importance of 
transportation to past and future progress can hardly 
be exaggerated. 

The American transportation system today consti- 
tutes the largest segment of the economy. Over 
$110 billion of private and Government funds, or 
nearly one-fifth of America’s capital values, are in- 
vested in the function of transportation. How big 
a business it has become is evident when we consider 
that the huge total of $41 billion was spent in this 
country for all kinds of transportation last year—to 
move goods and peopie by every form of common 
carrier, all privately owned with the exception of 
Government operation of waterways and airways. 
Today, the American transportation system con- 
sists of a complex network of railroads, highways, 
waterways, pipelines and airways extending into 
every state and county. Our great arteries of com- 
merce include a system of railroads totalling some 
227,000 miles of tracks. They include 3.3 million 
miles of streets and highways; 57,000 miles of air- 
Ways, 6,484 airports; 152,814 miles of pipelines 
and the basic facilities for 28,591 miles of inland 
waterways. 

Over these vast facilities are operated 131 Class I 
railroads and 550 smaller railroad lines; 987 ship- 
ping companies on the Great Lakes, inland water- 
Ways, and in coastal and inter-coastal services; 16 
scheduled domestic trunk airlines and hundreds of 
Non-scheduled and private air carriers; 60,000 com- 
mon and contract truck companies; 130,000 private 
truck carriers and 3,060 bus companies. And there 
are, of course, the trans-oceanie shipping lines tak- 
Ing care of overseas travel and commerce. It goes 
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without saying, that all 
forms of transport are nec- 
essary to the national wel- 
fare and each is important 
to commerce and national 
defense. All the greater the 
need for a national policy keeping pace with modern 
transportation conditions and requirements. 

After all, the past three decades have brought 
revolutionary changes in transport technology as a 
result of which the transportation problem has 
shifted from one of controlling the monopolistic 
position of the railroads to one marked by intense 
competitive struggle among all forms of transpor- 
tation. Unfortunately, Federal policies have not 
proved adequate in all respects; often enough they 
have become a strange mixture of economics and 
politics when for best results they should have been 
lifted away from the play of pressure groups and 
power politics. 


Are Railroads Over-Regulated? 


Common complaints are that the railroads par- 
ticularly are over-regulated, that they operate under 
severe handicaps resulting from the present system 
of taxation and the manner in which competing 
forms of transportation have been financed; that 
there is discrimination in the distribution of Federal 
aids with resultant preferences to some classes; that 
unlike the rails, waterways, airways and highway 
transportation is not required to meet all of the costs 
of rendering their respective services. 

It has been said that Congress lacks a sound 
policy for the Merchant Marine; that scheduled air- 
lines are beset with unfair competition from non- 
scheduled carriers due to shortsighted regulation by 
the Civil Aeronautics Board; that the railroads are 
caught in a squeeze play. between rising costs and 
the accelerated diversion of traffic to their competi- 
tors. In short, it is charged that unsound regulation 
has failed to maintain the inherent advantages of 
each form of transport or to develop in its own 
sphere the greatest usefulness to the public. 
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A few examples illustrate what happened, 
Back in 1926, the railroads accounted for 
76.8% of intercity freight traffic. Last year 
their share was only about 60.5%. Their loss 
of passenger traffic was even more pro- 
nounced. In 1926, their share was 75.2%, 





but last year only about 51.6%. Buses on the 
other hand gained from 9.2% in 1926 to 
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almost 34% in 1950. 

In the field of freight haulage, we find that 
since 1926, motor trucks managed to raise 
their share from 2.8% to 10.6% of the total. 
Pipelines raised theirs from 4.4% to 12.4%. 
While the air carriers’ share in freight traf- 
fic is still relatively small (though growing 
rapidly), their gain in passenger traffic has 
been quite impressive. In 1940, their share 
was 2.7%, in 1948 it had risen to 8.1% and 
in 1950 it was about 11.3%, chiefly highly 
profitable longhaul traffic at the expense of 
railroad pullman business. 

In all this, it must of course be considered 
that while there have been these incisive 
shifts in percentage shares among the vari- 
ous forms of transportation, the total trans- 














Such complaints are not new and many are doubt- 
less justified; the need for revamping our national 
transportation policy is obvious. There is unques- 
tioned need for revision of basic concepts and estab- 
lishment of a system of regulation that will assure 
the stability and efficiency of all forms of carriers. 
But the fact that our transportation system has 
nevertheless expanded impressively, if somewhat 
expensively and at loose ends, testifies to the driv- 
ing power of American enterprise, management and 
last but not least—the spirit of competition. 

Competition has been particularly severe for the 
railroads. They have lost some of their freight and 
more of their passenger traffic to autos and buses, 
trucks and airplanes. But despite heavy competition, 
some of it subsidized by the Government, they re- 
main a basic part of our transport system upon 
which the nation’s welfare is just as dependent as 
before. Traffic shifts nevertheless have been inci- 
sive over the years. The rapid growth of automobile 
ownership and bus lines has cut deeply into passen- 
ger business over shorter and medium distances. 
Buses and airlines have eaten heavily into long dis- 
tance passenger travel while trucks and pipelines 
have reduced freight traffic potentials measurably. 





portation “pie” has grown considerably over 
prewar; so have of course the “slices.” And that 
makes the relative decline of the railroads consid- 
erably less drastic than it would seem. By the same 
token, however, it also makes the gain of competi- 
tors more impressive. 

Thus whereas in 1940, the commercial traffic of 
steam railroads came to some 878 billion freight 
ton-miles, in 1949 it was 533 billion and last year 
about 596 billion. The “‘pie” in other words was al- 
most twice as big. Or take passenger traffic, which 
in 1940 came to about 23.8 billion passenger-miles. 
In 1949 it was 35.1 billion and last year about 32 
billion, still a good deal higher than in 1940. 


Improvement in Traffic Expected 


Thus in spite of their relative retrogression, the 
railroads, as we know, have prospered in postwar 
years under the influence of the prolonged civilian 
boom and, latterly, the stimulus exerted on the 
economy by the defense program. Some of. that 
stimulus wore off, at least temporarily, during re- 
cent months but this does not portend anything like 
a sharp traffic decline. A sizeable and growing vol- 
ume of freight traffic is expected to be made available 












































Pertinent Statistical Data on Selected Railroad Stocks 
First Half 1951 ——1950 
Gross Operating Net Gross Operating Net Div. Div. Recent Price Range 
Revenue Ratio Per Share Revenue Ratio Per Share 1950 Yield Price 1950-51 
Atchison, Topeka & Santa Fe.................. $277.3 74.1% $4.85 $522.6 67.0% $15.64 $4.25 5.3% 80 8814-50 
‘ Pilentie Conti iline ~2..50).50505..5... ; 82.2 84.3 6.04 133.6 80.0 15.51 5.00! 6.9 71% 82 -41 
Chicago, Rock Island & Pac. 99.9 752 4.27 179.6 waa 10.19 3.00 6.2 4812 61%4-36% 
Great Northern Ry. Pfd.... 1135 79.9 2.35 227.5 rar 4 9.11 4.00! 7.6 52% 5734-33 
Louisville & Nashvlile R.R............ 110.0 79.4 3.89 203.0 74.2 10.39 4.00! 72 53% 59%-34'2 | 
Southern Pacific 316.7 77.0 4.42 598.2 73.1 12.85 5.50 8.5 6456 74%-49 | 
rte ahs 55 BAe aS 775 5.64 465.2 70.3 14.80 6.00! 5.8 103 1091-81 
1_{ndicated 1951 rate. 
<a cuenemnennatieiind ows cnherneniaenenaniendteiaietamatiaianantlhianieaiaian ean terneiammnennet arene iene — aeeenmeael 
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Pertinent Statistics on Selected Airline Companies 











————First Half 1951——_—_-__ -——— -1950-___-—— 
Total Total 
Operating Operating Net Operating Operating Net 
Revenues Ratio* Per Share Revenues Ratio* 
American Airlines $ 74.9 77.1% $ .90 $118.6 80.5% $ 1.39 $ .50 3.2% 15% 16%- 958 
Eastern Air Lines 51.8 1.56 78.4 87.0 2.19 .50 2.0 25 25%-13% 
United Air Lines 58.2 86.8 1.31 104.0 87.9 2.91 75! 29 31-1356 





*—Ratio of operating expenses to operating revenue. 


1_Pgid so far this year. 


Indicated 
1951 Div. Recent Price Range 
Per Share Div. Yield Price 1950-51 
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under the defense program later this year. Moreover 
some of the current earnings gap will be closed by 
higher freight rates recently granted though they 
may not fully compensate for higher costs. 

Rail earnings this year may range between $675 
and $700 million, compared with $783 million in 
1950, when retroactive mail pay credit were taken. 
Any significant increase in future earnings will de- 
pend on traffic expansion expected to develop as the 
tempo of defense production mounts. Individually 
most railroads should be able to maintain satisfac- 
tory earnings that will adequately support current 
dividend rates. In best position will be those geo- 
graphically so situated as to benefit from secular 
growth as well as defense developments. This in- 
cludes particularly systems operating in the growing 
South and West, as well as the large trans-continen- 
tal trunk lines. Some of these are listed in the ap- 
pended statistical table. 

Truck and Bus lines in recent years have grown 
in stature in line with their steady encroachment on 
railroad business, as previously illustrated. Motor 
trucks in 1950 carried some 8.3 billion tons of 
freight, that is actual tonnage, not ton-miles. Indica- 
tive of the truck industry’s growth, America’s truck 
fleet has increased from 4.8 million vehicles in 1941 
to 8.5 million in 1950, and since modern trucks are 
bigger, the amount of freight carried has 


is that things will pick up later in the year; whether 
business then will reapproach the booming first 
quarter, remains to be seen. 

In that quarter, truckers started off at a hectic 
clip, hauling 25% more freight than in the record 
1950 period, and generally their haulage in the first 
half was of record volume. Sharp declines, ranging 
from 8% to 50% depending on area and industries 
served, hit them in July but the recession should be 
temporary. What the truckers like to point out is 
that there has been no traffic switching back to 
the rails. 


Bus Company Problems 


The leading bus companies such as giant Grey- 
hound Corporation have been more or less holding 
their own earningswise but found themselves pro- 
gressively squeezed between soaring costs and a 
moderate decline in passenger traffic. In part the 
situation has been relieved by rate increases though 
some of the highway transit companies have found 
this not wholly adequate. Most of them had to con- 
tend with sizeable wage increases and mounting 
operating costs generally, and the increasing num- 
ber of private automobiles competing with public 
transit facilities remains an adverse factor particu- 





risen even faster. Freight haulage in the last 
decade rose from 51 billion ton-miles a year 
to 115 billion! 

While much has been said about “unfair” 
truck competition, truck operators were not 
without their problems including heavy com- 
petition within the industry, rapid depreci- 
ation of equipment, rate controls, burdensome 
state taxes, etc. Under recent high level in- 
dustrial activity, most leading truckers have 
been faring rather well. Last year, revenues 
of the highway carriers approached the $4 
billion mark, a new high, which means that 
their business has quadrupled in the past 
decade. Expansion has been financed pri- 
marily by plowing back profits; only a hand- 
ful have ever sold securities to the public. 
Most of them are privately owned. 

More recently, business has slowed a bit 
reflecting lessened activity in the civilian 
economy which has affected all carriers in- 
cluding the railroads, chiefly due to excessive 
inventories in many consumer goods lines ° 
plus the failure of defense business to fill 
the gap, at least for the time being. The hope 
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larly affecting shorter and medium distance traffic. 

Long distance bus travel has been less affected. 
Greyhound Corporation for instance could report 
substantial increases in operating revenues for both, 
the first and second quarter of the year, and expects 
to continue to benefit as the mobilizaion program 
progresses though this will also raise problems of 
manpower and materials shortages which may tend 
to increase operating and maintenance costs. 

The world’s fastest and most modern form of 
transportation—the airlines—direct their principal 
appeal to the passenger market and have been emi- 
nently successful in this respect. One reason is that 
air transportation enjoys great advantages over other 
means of moving from place to place—notably speed 
and therefore a marked saving of time—hence all 
indications point to continued steady growth in 
popularity as well as in revenues and profits. 


Boom in Air Traffic 


Passenger traffic of the 16 domestic air trunk 
lines this year is likely to be well ahead of last 
year’s peak figure. Operating margins have widened 
because of a bigger load factor and because the 
leverage of expanding revenues apparently more 
than offsets the rise in costs. Net profits hence should 
exceed the 1950 record results. 

The industry is receiving special excess profits 
tax treatment and as far as leading companies are 
concerned, indicated earnings gains should more 
that compensate for cuts in mail rates. Dividends, 
while running ahead of 1950, when most leading 
companies made token payments, will however re- 
main conservative in relation to net profits, in view 
of substantial capital requirements for new equip- 
ment. 

Major airlines should continue to benefit consid- 
erably from the defense effort which tends greatly 
to stimulate air travel. Emergencies heighten the 
value of time-saving—the chief selling appeal of the 
industry—as was proved during World War II. And 
the scheduled airlines are in a sound and favorable 
position to take advantage of this situation. 

Revenue passenger-miles flown by the domestic 
trunk lines are estimated to have increased nearly 
45% in the first half of 1951, this on top of a 25% 
rise in the final half of 1950 and one of 18% for all 
of last year. This was, moreover, accompanied by 
a sharp advance in air cargo (about 180%), mail 
and also of express tonnage carried. While a dimi- 
nishing rate of gain is indicated for the final half 
of this year, domestic air traffic for the year could 
easily aggregate 10 to 11 billion revenue passenger- 
miles or some 30% to 40% more that the 1950 peak 
of 7.8 billion, no mean improvement. Leading com- 
panies, as listed in our table, thus seem headed for 
substantial profit gains. 

True, depreciation and tax charges will be heavier, 
and the trend of wages and material costs remains 
upward. But against this, unprofitable seasonal 
“valleys” of former years have been largely elimi- 
nated for most scheduled air carriers and load fac- 
tors are consistently running well above break-even 
points. The operation of the industry’s strong lever- 
age factor thus should be more forcefully brought 
into play, counteracting rising costs. 

Mounting public acceptance of air travel is indi- 
cated by the fact that in 1950, the 16 trunklines 
performed 46% of the combined railroad Pullman 
and airline passenger miles, against 41% in 1949, 
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35% in 1948 and 11% in 1945. The ratio should rise 
further as traffic growth over the trunk lines, now 
limited by seating capacity, will be broadened 
through use of larger and more modern planes—more 


economically operated, and more planes placed into f 


service. 


The vital importance of marine transportation, in f 
war and peace, has been brought into sharp focus f 


by the Korean war and the increasing scope of the 
defense program which has greatly spurred imports 
of foreign raw materials. The expectation is that 


this will inject new life into our shipping industry. 


We still have a very large “mothballed” merchant 


marine, our reserve fleet sites on June 30 containing f 
some 1,767 idle merchant vessels on which to draw — 


to meet rising needs for shipping space. At the same 
time, building of new tonnage has been moderately 
on the increase. 

Ship operators generally face improved prospects 
because of additional tonnage created by the Korean 


war, the rearming of friendly nations and our own f 


stepped-up stock piling activities. From an earnings 


standpoint, they should do fairly well, at least for ! 


the duration of the emergency. To their benefit is 
a more evenly balanced freight and passenger traf- 
fic, and higher rates. Although modest, additional 
revenues are derived from charter hire and agency 
fees in connection with activities of the Military 
Sea Transport Service and ECA. 


Shipping In Stronger Position 


On the whole, the American shipping industry 
today has stronger finances, modern and faster ships, 
and the experience acquired during World War II 
in large-scale operations on a global basis. The 
privately-owned ocean-going American merchant 
marine consists currently of 805 freighters of 
8,355,000 dead-weight tons, 45 combination passen- 
ger vessels of 340,000 dwt, and 460 tankers of 
6,834,000 dwt, almost all are in active service. 

From an EPT standpoint, ship operators are rela- 
tively favorably situated, and earnings should reflect 
this. However, despite the industry’s vital nature 
and the improved profit outlook, shares of steam- 
ship companies are hardly suitable for conservative 
investors because of irregular earnings and dividend 
records, and unpredictable changes in Government 
policy. 
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The 

= 2 Rising rapidly on the tide of 





enormous war orders now pouring 





a in on American industry at a rate 
™ not equalled since World War II, orders for ma- 
aie: chinery have almost quadrupled since the end of 
lect 1949. Nearly all branches of this extremely hetero- 
we geneous industry have benefited from the astonish- 
one ing uplift, but the machine tool builders are leading 
rms the procession. In fact, so urgent is the demand for 
lend machine tools that the responsible agencies of the 
nent Government have placed this section of the industry 


in a preferred position with regard to materials 
allocations. 

Demand for machinery has been greatly stimu- 
lated by the increased volume of plant and equip- 
ment expenditures, with a total estimated at $23.9 
billions for this year, a gain of 29% over last year. 
Capital expenditures for 1952, based on fixed com- 
mitments of important industrial corporations and 
the specific needs of the Government, indicate that 
the total for 1952 will be somewhat under that of 
1951 but will still be substantial. With this outlook, 
there is little in sight that would indicate any im- 
portant lessening of orders for machinery. In fact, the 
trend of incoming new orders is growing stronger. 
Present unfilled orders for general machinery are 
$10.7 billion against a backlog of $6.1 billion at the 
end of 1950 and $2.6 billion in 1949. 

While the additions to plant, both for private and 
Government purposes, offer the prime basis for new 
Machinery business, direct military orders are com- 
Mencing to have a supplementary effect. Military 
requirements give the authorities concerned the re- 
sponsibility of making contracts directly with the 
Machinery makers with respect to specific ordnance 
items and machining operations in installations run 
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The New Boom in Maehine Tools 


— HOW LONG WILL IT LAST? 











by the military. In addition, export demand is grow- 
ing, based on ECA commitments and the military- 
economic aid program for Western Europe. 
Foreign markets normally take about 20% of the 
American output in peace time. When devaluation of 
important foreign currencies took place in Septem- 
ber 1949, a drop occurred in 1950 exports as a result 
of the higher cost of American products. The trend 
has now been reversed owing to the ECA activities 
and purchases to support General Eisenhower in the 
NATO. After the current splurge of foreign orders 
has tapered off, however, there will be greater com- 
petition from countries which are trying to develop 
their own machinery and machine tool industries, 
but this influence will not make itself felt for several 
years, that is until armaments abroad have been 
built up to a much greater degree than at present. 


Allocation of Scarce Materials 


While conditions vary in the different divisions 
and subdivisions of the machinery industry, prob- 
lems generated by a semi-war economy are fairly 
uniform. The first of these is the question of alloca- 
tions. In this respect, the industry is in quite a 
favorable position since the National Production 
Authority places these manufacturers mainly in two 
highly advantageous categories: Class A, for those 
producing items for direct military goods and, Class 
B for those manufacturing the kind of machinery 
needed to complete end-products. Most machinery 
manufacturers will, therefore, be able to obtain 
needed quantities of steel, aluminum and copper, the 
three metals under strictest control. 

The second problem of concern to the industry is 
the question of prices. In the first few months of the 
year, a great deal of confusion was caused by arbi- 
trary and severe price limitations. One order froze 
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Net 
Sales 


(Millions) Margin 


First Half 1951 ——— 


Net 


Net Per 
Share 





Net 
Sales 
(Millions) 


—1—__—_—_— 


Net 
Margin 


Net Per 
Share 


Recent 
Price 


Div. 
1950 


Div. 
Yield 


Invest- 
ment 
Rating 


COMMENTS 









Amer. Mach. & Fdry... 


$ 20.4 


6.4% §$ 


89 


$ 26.2 


7.6% 


$ 1.50 


18% $ 


80 


4.3% 


C+1 


Acquisition of new companies has 
broadened the business which is no 
longer limited to the tobacco trade. 
Dividend of 20 cents quarterly could 
be increased. 










Babcock & Wilcox 
x 


74.1 


4.4 


139.6 


6.8 


6.70 


37% 


2.008 


5.3 


B2 


Strike earlier this year impeded earn- 
ings gain but full year’s total should 
equal 1950. Sound finances; present 
dividend can be supplemented by 
extras. 










Blaw-Knox 


47.0 


3.2 


1.07 


61.8 


4.5 


1.99 


18% 


1.25 


6.9 


C2 


Backlog doubled since end of 1950. 
Earnings slightly above 1950 antici- 
pated. Long-range position favorable. 
Current dividend may be supple- 
mented by year-end extra. 









Bliss, E. W.... 


18.9 


3.6 


1.01 


6.4 


2.01 


15% 









Bucyrus-Erie 


8.6 


2.06 


49.5 


9.4 


2.80 


22% 


1.00 


200 90 £C+1 


6.5 


C2 


Profits for 1951 should be somewhat 
above those for 1950. Good financial 
position and steady earnings warrants 
continuation of 25-cent quarterly. 





Profits this year will increase substan- 
tially. Financial position sound and 
dividend can easily be increased. De- 
fense program offers strong background, 










Buffalo Forge 


11.41 


6.7 


2.371 


16.97 


10.5 


5.487 










Bullard 


12.4 


5.0 


2.23 


12.5 


7.0 










Caterpillar Tractor 


264.32 


4.6 


3.112 


337.2 


7.49 


41% 


a ie 









Chi. Pneumatic Tool 
xX 


11.13 


11.0 









Cincinnati Mill. Mach. 
xX 


2.963 


(146 


32.8 


38.3 


14.6 


6.5 


10.22 


47%. 


4.00 


Yc ae 


9.6 


c2 


Sharp gain in sales should bring in- 
crease in earnings above $5.48 shown 
last year. Dividend rate already lib- 
eral and higher payment not ex- 
pected. 





Leading factor in machine tools, sell- 
ing especially to automotive industry. 
Earnings will show considerable in- 
crease this year and can support pay- 
ment of extras. 





Leading producer of diesels as well as 
tractors. Earnings affected by higher 
taxes and will probably not equal 
those of 1950. Extra not expected but 
75-cent quarterly should be continued. 





Company favored by high EPT base 
and earnings should exceed those of 
1950. Fifty-cent quarterly should be 
supplemented by extras. 





2.70 


35 


175° 


5.0 


Largest American machine too! maker. 
Backlog about five times that of end 
of 1949. Sharp gain in sales will bring 
earnings above 1950. Extra dividend 
indicated. 









Evans Products 


11.2 


3.0 


1.39 


20.0 


63 


5.23 


146 


50 


3.5 


Company’s record in recent years not 
satisfactory though 1950 produced 
good results. Present year will show 
decline. No dividend change likely. 











Ex-Cell-O 


27.8% 


7.0 


3.076 


35.5 


Bg 


5.56 


432 


2.909 


6.6 


Company benefiting from large in- 
crease in sale of precision parts to 
aircraft industry. Earnings will show 
moderate gain over 1950. Company 
in strong position and can increase 


dividend. 









Fairbanks Morse 


56.3 


4.4 


4.13 


85.4 


4.5 


6.40 


52% 


2.50 


47 


B+1 


Exceptionally high EPT base permits 
high net income. Company’s earnings 
this year should be well above 1950. 
Dividend rate can easily be increased. 










Food Mach. & Chem. 


76.0 


6.7 


2.1 


_ 


101.8 


7.6 


3.35 


46\% 


1.50° 


3.2 


B+1 


Continued expansion in chemical field 
opens up new possibilities. Increase 
in earnings expected but in view of 
capital requirements, addition to cur- 
rent dividends not expected. 









Foster Wheeler 


35.2 


y Be 


3.16 


58.0 


4.3 


8.89 


43 


9.8 


Earnings satisfactéry though at some- 
what smaller rate than 1950. Backlog 
up about 50% since a year ago. Pres 
ent dividend plus extras expected. 










Greenfield Tap & Die 


9.9 









Ingersoll Rand 


33.8 


pe 4 


14.2 


4.47 


2.37 


11.7 


89.8 


9:5 


20.8 


5.45 


35 


2.00 


oF 


Company a leader in small tool in- 
dustry and showing steady progress. 
This year’s results expected to top 
1950 by good margin. Current $2 an- 
nual rate secure. 





9.25 


85 


Leading capital goods manufacturer 
with wide market diversification. 
Strong cash position permits continua- 
tion of 1950 dividend though taxes 
will reduce earnings. 












Joy Mfg. 


51.25 


79 


4.625 


45.2 


7.8 


4.02 


3412 


2.50 


7.2 


B-+-1 


New mechanical coal machine in great 
demand. Earnings this year will ex- 
ceed 1950. Current dividend can be 
supplemented by extra. 








Link Belt ... 
xX 


57.0 


I 2 


2.51 


83.1 


10.3 


oat 


A7\2 


2.508 


5.2 


B2 


One of the leaders in the machinery 
field, especially in conveyors. Earn- 
ings will approximate 1950 and $2.50 
dividend on split-up stock is secure. _ 













Mesta Machine 
xX 


18.0 


10.8 


Wy 4 


5.60 


51 


3.50 


6.8 


B2 


Stable record of earnings in recent 
years. Dividends well supported by 
earnings and financial position. 
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1_6 months ended May 31, 1951. 
2—7 months ending March 31, 1951. 
3—Quarter ending March 31, 1951. 
424 weeks ended June 16, 1951. 


—EEE SS ______.___rE—————————————————— 


5—9 months ended June 30, 1951. 
6—Year ended June 30, 1951. 
7—Year ended November 30, 1950. 
8_Indicated 1951 rate. 
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9—Plus stock. 
X—Recommended for Appreciation. 





va 
ple 
ma 
pri 
the 
is 

he) 
nol 
pel 
nes 
ope 


du: 
cre 
unt 
the 
dee 
cor 
hig 








OF WALL STREET 


| 





s has 
is no 
trade. 
could 


earn- 
should 
resent 
id by 


1950. 
antici- 
rable. 
upple- 


ewhat 
rancial 
irrants 
—_— 
ibstan- 
d and 
d. De- 
round, 
ng in- 
shown 
ty lib- 
ot ex- 


s, sell- 
dustry. 
yle in- 
+ pay- 
well as 
higher 
equal 
ed but 
tinued. 
T base 
jose of 
uld be 


maker. 
of end 
I bring 
ividend 


ors not 
‘oduced 
| show 
ikely. 

ge in- 
arts to 
| show 
ympany 
ncrease 


permits 
arnings 
e 1950. 
‘reased, 
al field 
ncrease 
fiew of 
to cur- 


t some- 
Backlog 
o. Pres 
ted. 
tool in- 
rogress. 
to top 
$2 an- 


facturer 
fication. 
ontinua- 
h taxes 


in great 
will ex- 
can be 


achinery 
s. Earn- 
id $2.50 
ecure. _ 
1 recent 
rted by 





prices at the levels existing between December 19, 
1950 and January 25, 1951. This was subsequently 
modified to allow for certain exceptions. During this 
period, however, affecting practically the entire first 
half results, profit margins were subjected to a con- 
siderable squeeze. This has been subsequently recti- 
fied, permitting higher price ceilings. The effect of 
this will be seen in the second half of the year when 
manufacturers will be able to benefit from the higher 
ceiling prices. 

It must be recognized that normally there is an 
enormous lag between order and delivery, the opera- 
tion sometimes taking as long as eighteen months 
or more. In many cases, individual orders for specific 
machines can be accommodated only by manufacture 
on a custom basis. Under these conditions, costs may. 
vary widely between the time of order and its com- 
pletion. To obviate such handicaps to the machinery 
manufacturing industry, it was necessary for the 
price authorities to grant relief. However, despite 
the advantage gained by the new price regulation, it 
is probable that the net margin of profit, though 
henceforth higher than in the first half of 1951, will 
not rebound fully to that prevailing during the latter 
period of 1950. This is due to the fact that as busi- 
ness continues to mount, new influences become 
operative. 

Contributing to this newer development in the in- 
dustry is the fact that as Government business in- 
creases substantially, the profit spread narrows 
under statutory limitations. The second is that under 
the press of growing production schedules, a good 
deal of business must now be farmed out to sub- 
contractors and this type of business is generally not 
highly profitable to the originating concern. The 


profit margin trend is thus somewhat different from 
that in 1950 when margins were widening. 

Higher taxes, of course, are also a factor in re- 
ducing the percentage of net profit and it is likely 
that the second half of the year will reveal the influ- 
ence of this force even more clearly. It is quite pos- 
sible that for many companies in this field, net 
income for the full year, while quite satisfactory, 
will not be as great as expected owing to the tax 
impact. 


Large Output Will Continue 


The machine tool builders generally have the addi- 
tional handicap of a low EPT exemption base, their 
poor earnings record in 1946-1949 making them 
rather vulnerable to that impost so that profits, while 
higher in 1951, will be pared down by tax liabilities. 
The heavy machinery manufacturers are in a better 
position in this respect since they enjoy a higher EPT 
exemption. 

The overall picture for the machinery industry 
however appears quite satisfactory from both the 
standpoint of sales and profits, though, as stated, 
some modifications must be expected owing to the 
press of new operating conditions. Based on the huge 
volume of orders on hand, it would seem that the 
industry will continue to operate on a very high level 
for the balance of 1951 and well into 1952, probably 
until the end of 1952 at least, unless there is an im- 
portant change in the Governments plans for rearma- 
ment. 

Looking at the industry picture in closer detail, it 
should be remembered that this is not a homogeneous 
group and that it is, in (Please turn to page 687) 

































































424 weeks ended June 16, 1951. 
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i oeieoe 5 A ST AT a SR ae 
Statistical Data on Leading Machinery and Machine Tool Stocks (Continued ) 
—— First Half 1951 — 1950 
Net Net Invest- 
Sales Net Net Per Sales Net Net Per Recent Div. Div. ment 
(Millions) Margin Share (Millions) Margin Share Price 1950 Yield Rating COMMENTS 

Monarch Mach. Tool 6.1 57 84 7.0 8.0 1.42 20% 1.208 59 C-+1 Backlog more than doubled since end 
of 1950. Increase expected in this 
year’s earnings. Dividend covered by 
satisfactory margin. pen) 

National Acme .............. 14.5 8.4 2.45 78 | KK 4.08 35% 2.50 7.0 C-++1 Enormous increase in backlog. Earn- 
ings this year well above those of 
1950. Current dividend may be sup- 
plemented by extra. 

Niles-Bement-Pond 262 6:7 2.22 19% 1.00 5.1 C2 large volume of defense orders points 

‘ : . to higher earnings. Present 25-cent 
quarterly dividend may be raised. _ 

Starret, L. S. 11.36 9.4 7.265 67 69 3.18 43% 3.008 69 C-+1 Comings comes enw TR Geos 
earnings record and sound finances 
warrants expectation of increase in 
present dividend. etete 

Tae ‘p__ Earnings will be shaved this year by 

United Eng. & Fdry. 29.3 6.6 2.33 66.8 a3 6.39 50 4.00 8.0 B—3 taxes but still very satisfactory. Divi- 

AX dend rate should be maintained. _ 

U. S. Hoffman Mach....... 8.4 8 .05 15.8 2.6 ALY 2 155% C—3 Highly erratic record of earnings. At 
present inconsequential rate, no divi- 
dends are likely. mere 

Van Norman 1.504 14.2 5.9 2.29 18% 1.208 6.5 C-+1 Manufacturer of specialized tools. 
Earnings should show increase over 
1950. Dividend well covered but 

= extras not expected. ; a - 

Waukesha Motor . 17.0 37 1.05 17% 1.258 7.0 C2 Company favored by expansion in de- 
mand for its various products. Net 
should be sharply above 1950. Pres- 
ent 25-cent quarterly can be continued 
plus an extra. 

Worthington P. & M. 56.2 5.1 2.71 82.9 7 5.70 28% 2.75 9.5 B2 Profits should be close to last years. 
Demand especially from petroleum and 
public utility sources, very heavy. An- 
other year-end extra expected in addi- 
ticn to 50 cent quarterly rate. 

1_6 months ended May 31, 1951. °—9 months ended June 30, 1951. °—Plus stock. 
“—7 months ending March 31, 1951. 6—Year ended June 30, 1951. X—Recommended for Appreciation. 
%—Quarter ending March 31, 1951. 7—Year ended November 30, 1950. 











8—Indicated 1951 rate. 
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Non-Ferrous 
Metals 


— Under Tight Supply 






and Ceiling Prices 


By RICHARD COLSTON 


Under the impact of defense needs, 
the United States finds itself confronted 
with an acutely short supply of non- 
ferrous metals, and precisely at a time 
when the needs for these metals is great- 
est. With the passage of each day, de- 
mand pressures build up further. Copper is expected 
to be in tight supply for years to come; by 1954, 
however, it is expected that lead will be only slightly 
short of supply balance; by the end of 1953 zinc 
supplies will equal this year’s demand; aluminum 
will hit a demand-supply balance sometime before 
1954 but nickel, hard hit by defense demands, re- 
mains one of the toughest problems, with no supply 
balance indicated in the foreseeable future. 

First-hand demands of the Government’s stockpile 
have reduced available supplies and next, military 
requirements progressively encroached on supplies 
and will probably further increase civilian shortages. 
While a good deal of tightness in the supply situation 
could be eased by bigger imports, the Government is 
also concerned with the problem of inflation and 
takes the stand that if it were to allow a free market 
in these scarce metals, prices would skyrocket wildly. 
Hence, domestic prices of non-ferrous metals are 
frozen at levels which are considerably below pre- 
vailing world prices, intensifying the shortage prob- 
lem since world supplies naturally seek the markets 
where the highest prices prevail. This applies par- 
ticularly to scarce copper. A move is afoot to remedy 
the situation but meanwhile America must go with- 
out, and continue to try to make ends meet by strict 
allocation controls. 

For the end-users of non-ferrous metals, the sup- 
ply outlook is a dismal one, carrying with it pros- 
pects for an indefinite continuation of the Controlled 
Materials Plan under which existing supplies are 
allocated. But metal producers, our main concern in 
this study, are assured of a ready market for every 
ounce they can produce. Even current and prospec- 
tive vigorous expansion of production facilities will 
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not detract from this outlovk in the foreseeable 
future, particularly as long as ceiling prices cause a 
declining trend of metal importations that may well 
offset production gains from expanded facilities. 
In attempts to lure some of the foreign produced 
metal to America, tariffs have been suspended and 
there has even been some talk of the Government’s 
General Services Administration going into the 
world market and buying non-ferrous metals at the 
higher prevailing prices and then re-selling such 
high-cost metal to industry at the domestic ceiling 
prices. The taxpayer would have to foot the bill for 
this indirect subsidy. However, despite all short-run 
remedies suggested, there are still only two ways to 
bring demand in balance with supply. The first is 
to reduce demand, which is currently attempted 
through allocations at the expense of civilian con- 
sumers. This of course is an imperfect means of cop- 
ing with the situation. This leaves only the expansion 
of producing facilities as the answer to the problem 
and while progress is being made in this direction, it 
is expected that it will be 1954 at the earliest before 
an adequate over-all supply situation will prevail. 


Special Tax Privileges Help 


Will the record metal sales be translated into in- 
creasing net profits for producers? Generally speak- 
ing, the answer will be yes. Though higher taxes 
loom ahead, mining and producing companies have 
at least a substantial EPT cushion and further enjoy 
special write-off privileges for depletion and depre- 
ciation. Tax authorities are inclined to rulings in 
such a manner as to encourage exploration for addi- 
tional ore supplies. (Please turn to page 694) 
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Financial Data on Non-Ferrous Metal Stocks 









Net 
Sales 


First Half 1951 ——— 


Net 


(Millions) Margin 











COMMENTS 





xX 


Alum. Co. of America $276.6 


9.2% $ 4.94 $481.1 


9.7% $9.07 86% Earnings will be slightly better 
es 


than those of 1950 
The $0.75 quarterly dividend is safe. 








pite higher taxes. 








WwW 





American Metal, 


Amer. vibeab. & Refin. 
Am. en. oun & Smelt 


Anaconda Cine 230.8 
Ww 


40.0 10.2 


276.3 


7.3 


10.9 


The tight scrap supply and lower ore im- 
ports will tend to hold earnings close to 


1950's. The $0.50 quarterly dividend may 


be supplemented with an extra. 








Earnings may range around 1950's $14.91 


per share. Dividends are expected to exceed 
last year’s $6.00 per share. 











Cerro de Pasco Corp... 


26.6 22.6 








Climax Molybdenum . 





Eagle-Picher 


Howe Sound 


xX 


Hud. ow Min. & Smelt. 





iL asiadion Cons. Cask 


iinwseiiell Nickel 


43.12 


4.2 


15.3 12.8 


24.7 30.6 














Phelps Dodge 


WwW 





Kennecott Copper 
Magma Copper 
Miami Copper 


New Jersey Zinc 


St. Joseph Lead 
X 


Reynolds Metals Co....... 
xX 


9.6 23.6 
131. 5 22.4 
233.1 21.5 





U.S. Smelt., Ref. & Min. 





Vanadium Corp of Am. 


5.25 
. 141.0 16.0 
58.4 13.2 
W222 «9 
17.9 6.1 


Earnings should match last year’s and the 


$0.25 quarterly dividend will most likely 
be continued. 


Earnings should exceed the 1950 $5.38 per 
share results despite higher taxes. The $0.75 
quarterly dividend may be supplemented 








by an extra. 





Increased copper, lead, and zinc produc- 
tion, at higher prices, points to sharp earn- 
ings increase and probably higher dividend. 





The high rate of steel production should 
assure duplication of last year’s earnings. 
The $0.50 quarterly dividend appears secure. 





Earnings may top 1950’s by as much as 
$0.75 to $1.00. A year-end extra may sup- 
plement the $0.30 qqecatonty Geviiene. 





Sida: may reflect cobalt activities, ex- 
panding above last year’s $5.29 per share. 
The $0.75 quarterly dividend will probably 
be continued. 





Despite heavier taxes, earnings should ex- 
ceed last year’s. The $1.00 quarterly divi- 
dend may again be supplemented by a $1 
extra. 





Earnings in uptrend, due suheaiie to higher 
prices and a favorable tax position. Divi- 
dends may sais last year’s. 





Unprecede nn weal pena and favor- 
able margins assures substantial earnings 
expansion. Dividends should exceed last 
year’s $2 a share. 





bisieniael production, plus a titanium inter- 
est, point to higher earnings. Dividends may 
top 1950's total of favs 50 per share. 


Higher prices may oak profits sie the 
$3.15 recorded in 1950. Substantial cash re- 
quirements place dividends some time away. 





Improved prices should permit higher earn- 
ings. The $1.75 dividend of 1950 should be 
duplicated this year. 








The important titanium interest plus price 
and production gains, suggest higher earn- 
ings. Dividends may exceed last year’s $3. 


Seen sales rise points to rey earnings 
and dividend disbursements may top last 
year’s $5.00 per share. 


Higher lead and zinc prices rawr offset 
tax increases and boost profits above last 
year’s. Higher dividends indicated. 





Despite higher taxes, strong aluminum de- 
mand assures substantially higher earnings. 
The $0.25 quarterly dividend will be sup- 
cana by extras. 








Better prices, enlarged output suggest earn- 
ings substantially above last year’s. Higher 
dividends indicated. 





High ein activity assures earnings close to 
last year’s. The $0.50 quarterly dividend is 
amply covered and secure. 











SEPTEMBER 22, 


1951 


1_Year ended Nov. 30, 1950. 
26 months ended May 31, 

8—Year ended May 31, 1950. 
4_Year ended May 31, 1951. 


1951. 


(pA SCREEN BC SOS EAE SSN RED NE AE METI IEE TSE TN 


°—First quarter 1951. 

6_First quarter, company estimate. 
75 months ended May 31, 1951. 
8—_Indicated 1951 rate. 


—Plws stock. 

10_1951 rate plus stock. 
X—Recommended for Appreciation. 
W—Recommended for Income. 
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—BUT WHAT DOES IT 
MEAN IN PROFITS? 


By STANLEY DEVLIN 


Al Record-breaking 
“peacetime” boom is being 
experienced by the aircraft 
manufacturing industry. 
Unfilled orders for jet fight- 
ers, modern high-speed 
bombers, guided missiles 
and a variety of secret wea- 
pons have mounted into bil- 
lions of dollars. Strangely 
enough, even while a mo- 
mentous peace treaty has 
been signed bringing to a 
formal close the war with 
Japan, aircraft plants all 
over the country are busily 
engaged in preparing for 
another conflict—or, at least, 
to forestall a third World 
War. This country’s pro- 
posed enlargement of the 
Air Force contemplates ex- 
penditures running into scores of billions annually. 

What does this huge armament program mean for 
aircraft manufacturers as well as for holders of 
stocks representing this growing industry? Obvi- 
ously, all major factors regularly engaged in pro- 
ducing frames, engines, instruments and the variety 
of components going into modern fighting machines 
are assured of capacity operations for an indefinite 
period ahead. Even marginal producers who have 
struggled since 1945 to make both ends meet have 
received sufficient orders to reactivate long idle fa- 
cilities and to restore profitable operations. In addi- 
tion, many manufacturing concerns in other indus- 
tries have devoted a part of their facilities to aircraft. 

Despite this promise of “full steam ahead” for 
two years or more, aircraft stocks have advanced 
only moderately in discounting a tremendous expan- 
sion in shipments and at least moderate improvement 
in earning power. The fact that investors have 
adopted a cautious attitude in appraising shares in 
this group may be attributed to uncertainty over 
the Washington Administration’s convictions on a 
permanent enlargement of the Air Force. Recent 
developments have suggested, however, that Con- 
gress may authorize an expansion to 150 groups or 
more. Pressure has been brought to bear also for 
the addition of large new aifcraft carriers to the 
Navy’s air arm which would require substantial 
flying equipment. As a result of these proposals, 
which appear to have gained considerable support, 
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plans are ma- 
terializing for 
a much larger 
Air Force than 
previously contemplated. 

Another reason for the relatively unenthusiastic 
attitude of the investing public is the difficulty in 
appreciating the significance of huge orders. Per- 
haps prospects for individual companies may be 
more readily visualized if order backlogs are ex- 
pressed in dollars per share. Such figures at least 
suggest pre-tax profit potentialities. 

The extent to which future business has expanded 
is more easily understood on the basis of compari- 
sons in terms of orders per share of stock. It may 
be revealing to consider a few typical examples. 
Boeing Airplane probably has as large a backlog 
as any domestic manufacturer. Recent figures indi- 
cated a total of pending business at about $1,200 
million, or roughly $1,110 in orders for each share 
of stock. Although profits are not easily calculated 
either on the basis of past experience or by standards 
of World War II, it is apparent that a margin of 10 
per cent — relatively low in manufacturing — would 
afford a pretax return of more than $100 a share 
on potential shipments on present contracts. Many 
factors must be taken into consideration in making 
even rough approximations of future earnings, how- 
ever, so that it would be foolhardy to attempt to 
guess what stockholder (Please turn to page 691) 
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Statistical Data on Aircraft Companies 





Net 
Sales 
(Millions) 


Net 
Margin 


——First Half 1951——— 


Net 
Per Share 


———— 1950 ————_— 

Net 

Sales 
(Millions) 


Div. 
1950 


Div. 
Yield 


Recent 
Price 


Net 
Per Share 


Net 
Margin 


Invest- 
ment 
Rating 


COMMENTS 





Beech Aircraft ...........$ 22.0% 2.2% 


$ .845 


$16.41 3.5% $ .98! 13% $ .80 





Bell Aircraft 35.3 3.0 


2.43 


36.2 3.37 28% 175 62 





Boeing Airplane 167.8 


2.85 


307.2 3.5 10.00 49% 3.00 61° 





Cessna Aircraft . 


ia. eo 203.0 





Consol. Vultee Aircraft 144.6” 2.8 


1.75" 





Curtiss-Wright 83.5 39 


3.49 


255.82 4.0 1.4019 7.0 


135.6 02«5.3 1.00, 








Douglas Aircraft 97.2% 3.9 


X 


3.09" 


129.82 55 6017 55% 





Fairchild Cam. & Inst. 


10.1 32% 75 





Fairchild Eng. & Air. 


59.8 8. 60 | 





Grumman Air. Eng. 69.8 29 


Lockheed Aircraft - 98.0 4.1 


Martin (Glenn L.) ‘167 





3.0 


North Amer. Aviation 119.9 -- a7 care 


1.02 


12? 


1023 6.1. 3.12 24% 2.0019 83. 


1733 «4.1 3.23. 22% 17519 7.7 


5.9% 


BOO 54 


ae 


> 


cl 


Unfilled orders almost triple $58 mil- 
lion backlog year ago, indicating sharp 
rise in shipments and earning power. 
Dividend rate to remain conservative. 





en 


Growing utility of helicopter in mili- 
tary as well as civilian services has 
spurred backlog to record volume about 
10 times pre-Korean total. Profits rise. 





€+2 


Emphasis on heavy bombers assures 
high rate of operations for years ahead, 
but immediate earnings outlook uncer- 
tain. Dividends expected to approxi- 
mate 1950 $3 payment. 





cl 


Subcontract work believed to account 
for substantial part of backlog esti- 
mated at about $60 million. Moderate 
gain in earnings indicated for current 
year. 





Project for atomic powered planes adds 
romance. Large backlog of military and 
commercial planes assures high rate of 
production. Dividend increase possible. 





Management changes and arrangements 
for making British jet engines con- 
tributed to recovery in competitive 
position. Earnings likely to cover $1 
dividend. 





BI 


Commercial orders remain substantial 
despite sharp rise in military backlog. 
Earnings expected to exceed $6 a share 
for 1950. Dividend may hold $3 rate. 





oO} 
t 


Civilian business becoming more im- 
portant than military orders for pho- 
tographic supplies. Moderate gain in 





earnings seen. Dividend steady at $1} 


rate. 





C1 


c+1 


c+1 


c+1 


and tax rise. 


Increasing dependence on air cargo 
craft for troops and supplies assures 


demad. Backlog almost doubled in 9 | 


months. Earnings hampered by strike 





As major supplier of Navy’s air equip- 
ment, company stands to benefit from 
projected boost in air power. Earnings 
gain indicated in sharp upturn in ship- 
ments in 1951. 








Good volume in commercial planes 
likely to continue despite sharper ex- 
pansion in military backlog. Earnings 
afford wide coverage for indicated 
$1.20 annual rate. 


Profits on commercial volume expected 
to be limited, but military shipments 
gaining and earnings should be higher 
this year. Dividend resumption may be 
delayed. 





235) 17% 1.2519 7.2 





Northrop Aircrapt 60.5 3.6 





Piper Aircraft 








Republic Aviation 52.2 


57.7 


3(d) 1 (d).103 15% 


Backlog virtually doubled in last year 
at about $550 million and earnings for 
year just ending expected to top 1950's 
$2.35 a share. Dividends at $1.25 a 
year likely. 





Sharp increase in orders due to success 
of new military designs for fighters 
and bombers. Dynamic rise in earnings 
raises hope of continuance of dividends. 





(45 (d).271 93 


Rapid expansion of aircraft program 
contributing to subcontract work and 
recovery in modest earnings. Resump- 
tion of dividends regarded as unlikely. 





4.] 2.34 Ao 5.0 





Ryan Aeronautical 


Solar Aircraft . 


12.55 5.1 1.615 95% 4010 4.1 


25.55 47 2.555 20% 70 





United Aircraft 
xX 


1.78 


269.6 49 373 32% 


Cc+1 


C1 


Enlargement of jet fighter forces is 
major factor in build-up of backlog. 
Slightly higher earnings projected, but 
dividend may not be increased. 








Boost in backlog to largest total in 
years expected to assure continuance 
of profitable operations. Ample cover- 
aae indicated for 40c annual rate. 





Leading producer of important parts 
‘or iet envines, suggesting long range 
growth. Earnings expected to hold 
about $2.50 a share. Dividend secure. 
Heavy backlog points to substantial 
earnings gain despite tax impacts. 
Growth promising. Ample margin for 
$2 annual dividend. 








Wright Aeronautical 


3.45 


77.5 52) 6.65 95 


Subsidiary of Curtiss-Wright likely to 
regain importance as supplier of mili- 
tary aircraft. Earnings expected to 
afford ample cover for $5 dividend. 





(d)—Deficit. 
1_Year ended Sept. 30, 1950. 


3—Year ended July 31, 1950. 















2—Year ended November 30, 1950. 


4—9 months ended April 30, 1951. 
5—Year ended Oct. 31, 1950. 
6—Year ended April 30, 1951. 


7—Quarter ended July 31, 1951. 


S—9 months ended June 30, 1951. 
9—6 months ended May 31, 1951. 
10_Indicated 1951 rate. 

X—Recommended for Appreciation. 
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By H. F. TRAVIS 


Pe year, paper-hungery customers consumed 
a record paper production of 2414 million tons and 
this year, it looks as though the 1950 record will go 
into the discard, topped perhaps by some two million 
tons. The papermakers, who have rolled up a 46 
per cent increase in aggregate capacity in the last 
decade alone, expect to boost production capacity 
another three per cent this year but meanwhile 
paper demand is still placing stresses and strains 
upon available supplies despite an easing of pres- 
sure in certain areas. 

The peak paper production of the last six months 
has supported the belief that a portion of this high 
output has gone into dealer and consumer inven- 
tories. Admittedly, order backlogs have shown some 
tendency to weaken during recent months but stocks 
held by distributors are not believed to be unwieldy 
and with defense demands rising, military require- 
ments should go far towards sustaining an excellent 
overall demand potential. Because of that as well as 
recent cost rises, there appears little prospect of any 
notable softening of selling prices. 

On the capacity side, not much increase can be 
looked for. Manufacturing activities in recent 
months have been running at percentage rates which 
varied in the high eighties and, at times in the re- 
cent past, the industry has operated in excess of 
100 per cent of rated capacity. Some plants have 
been operating on a six-day week and other than 
adding more working hours, which is still a 
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PAPER 
Industry? 














method of expanding 

wi output, little can be ex- 
pected in the way of 
greatly increasing pa- 
per production. 

The expansion pro- 
grams of the major 
paper-makers are large- 
ly completed at this 
point and other than 
the fact that facilities 
for increasing over-all 
/ production capacity by 

Pe about three per cent 

will come into operation 

this year, not much is 

being said about further 

“upping” paper-making 

capacity. The longer- 

term demand-supply 

outlook will probably 

change little, and should 

the international situa- 

tion flare up further, 

the paper industry 

is would probably face 

ie strict Government allo- 

cation of its product to 

serve the paper needs 
of the nation. 

While at present, nor- 
mal civilian demand 
may be less avid than 
in the past, Government 
needs have been rising 
impressively, reflecting 
the growing bureauc- 
racy of the Federal Gov- 
ernment. To satisfy this 
voracious paper appetite, the Government has ruled 
that the industry must set aside five to ten per cent 
of its monthly production for use by the Govern- 
ment agencies. Specifically, the Government order 
requires that five per cent of newsprint production 
be set aside, 10 per cent of printing and converting 
papers, 10 per cent of coarse paper other than 
Kraft, five per cent of industrial papers, five per 
cent of sanitary papers, 10 per cent of packing 
papers, five per cent of tissue papers and five per 
cent of absorbent papers. 


NY] 


Government ‘‘Set-Asides” 


If the Government does not place its order prior 
to the tenth of any month, that month’s “set-aside” 
is released for sale in the usual commercial chan- 
nels. On the whole, this procedure takes a lot of 
the confusion out of mill-Government relationships. 
However, as sort of a bureaucratic afterthought, 
Government officials added a “kicker” to this direc- 
tive which says, in effect, that even though a mill 
may not be able to operate at capacity because of 
material shortages, it must still set aside tonnages 
up to its full monthly ceiling. 

This almost amounts to official recognition of a 
difficult basic problem which underlies the paper 
supply situation. The paper industry is beginning 
to have raw material worries. Following the in- 
descriminate woodsman’s (Please turn to page 000) 
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tatistical Position of Individual Paper Companies 





Net 
Sales 
(Millions) 


Net 
Margin 


——First Half 1951——— 


Net 


Per Share 


1950— 





Net 
Sales 
(Millions) 


Net 
Margin 


Net 
Per Share 


Recent 
Price 


Div. 
1950 


Invest- 


Div. 
Yield 


ment 


Rating 


COMMENTS 





Champion Paper & Fibre..$ 29.91 9.6% 
x 


$1.261 


$106.32 9.9%  $ 4.602 


31 


$1.508 





Container Corp. of Amer. 117.3 7.6 


4.42 


154.8 7.7 5.87 


40% 


275 





Crown Zellerbach 10.7 





2.12 


~ 225.74 


11.2 8.214 


54% 


3.10% 


4.8% B2 


Higher taxes are likely to reduce 
earnings below last year’s, but 
dividends are likely to be sus- 
tained at the $0.37/2 quarterly 
rate, 





Despite sharply increased taxes, 
higher prices should boost profits 
above last year’s. Extras may 
supplement the $0.50 quarterly 
dividend rate. 





Higher taxes may cancel out 
sales gains and net per share 
may ease below last year. The 
$0.65 quarterly dividend plus ex- 
tras should continue. 





Dixie Cup 189 «7.8 





Gair (Robert) Co....... ai 


3.89 


10 29.3 99 12.18 


66 





2.35 


56.8 7.3 2.14 


3.008 


1.00 


BI 


4s—C—iC 


_ 


With markets continuing to ex- 
pand, earnings may top 1950’s 
$12.18 per share. The $0.75 quar- 


terly dividend is amply covered, 


Indicated sharp sales increase 
assures profits above last year’s. 
A year-end extra, in addition to 
the $0.25 quarterly dividend rate, 
is possible. 





Gaylord Container . 


ANS 


62.4 11.0 2.94 


35% 


1.50 


4.2 +1 


Higher average prices assure 
higher profits. Dividends should 
continue at the $0.37!/2 quarterly 
rate. 





Great Northern Paper 


2.58 


56 


3.00 


5.3 


~ 


c+ 


High newsprint consumption in- 
dicates share profits above last 
year’s. The $0.60 quarterly divi- 
dend may be supplemented by 
year-end extra. 





Hinde & Dauch . 25.3 8.6 


38.8 92 3.75 


212 


1.80 


8.3 


~ 


c+ 


Expanding sales may point to 
earnings above last year’s. The 
$0.30 quarterly dividend should 
continue, plus a possible extra. 





International Paper 313.7) 10.1 


498.4 13.3 7.39 


52% 


37 B2 


With higher taxes offset by 
higher average prices, earnings 
may come close to last year’s. 
The $0.75 quarterly dividend rate 
is secure. 





Kimberly Clark 38.5% 7.7 
x 


1.43° 


$142.64 8.4 5.80+ 


48'% 


2.408 


4.9 B2 


Higher taxes may reduce earn- 
ings moderately below last 
year’s. The $0.60 quarterly divi- 
dend rate is amply covered. _ 





lily Tulip Cup 7.4 


4.80 


37.7 ¥.1 


5734 


2.408 


4.2 B2 


Expanding markets assure longer 
term profit gains but higher taxes 
and additional outstanding stock 
may reduce current-year profits 
below last year’s. Dividends of 
$0.62Y2 quarterly should con- 
tinue. 





Marathon Corp. ....... 68.08 93 


4.746 


68.2 9.5 4.84 


47' 


2.008 


4.2 ent 


Sharp sales increase should re- 
sult in higher profits. The $0.50 
quarterly dividend should con- 
tinue. 





Mead Corp. . 52.27 6.0 


2.78% 


93.4 6.8 5.71 


26% 


2.209 


8.4 c+1 


Despite higher taxes, favor- 
able sales may boost profits 
above those of 1950. $0.40 quar- 
terly may be supplemented by 
an extra. 





National Container awe 82 


2.10 


14.3 2.42 


1356 


908 


6.6 c+1 


Profits should be considerably 
above last year’s. Dividends 
should continue at $0.20 quar- 
terly rate, plus a possible extra. 





St. Regis Paper ...... 9.1 


1.71 


154.7 pn 2.10 


.808 


4.5 c+1 


Impressive sales and improved 
profit margin should lift profits 
well above last year’s. Divi- 
dends at the recently increased 
$0.25 quarterly rate will doubt- 
less continue. 





Scott Paper ...... 61.8 3.5 


97.7 7.3 3.90 


5312 


2.659 


49 B2 


Larger volume, higher prices 
should offset rising taxes and 
hold net close to last year’s. The 
$0.50 quarterly dividend rate 
should continue. 





Sutherland Paper 6.2 
x 


1.88 


39.4 7.0 3.83 


26% 


4.9 B2 


Profits will probably come close 
to last year’s despite sharply 
higher taxes. Dividends on new 
stock at the $0.40 dividend rate 
ond extra will continue. 





Union Bag & Paper 53.4 13.7 





West Va. Pulp & Paper 85.35 9.3, 


4.85 


8368 95.45 128 


80.3 13.5 7.23 


12.935 


49% 


90% 


3.00 


5.00 


6.0 BI 


55  B2 


Sharply increased sales, im- 
proved margins may offset high- 
er taxes and profits may exceed 
last year’s. An extra should 
again supplement the 50 cents 
quarterly dividends. 


Higher prices and increased out- 
put may be offset by rising taxes 
and profits may drop moderately 
below last year’s. A substantial 
year-end extra may supplement 
the $0.50 quarterly dividends. 





1_Quarter ended June 30, 1951. 
2—Year ended March 31, 1951. 
3—Quarter ended July 31, 1951. 
4—Year ended April 30, 1951. 

















1951 





°—Year ended October 31, 1950. 
6_9 months ended July 31, 1951. 


7—24 weeks ended June 17, 1951. 


8—Indicated 1951 rate. 


———————————————————————————————————————————————— 
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9—Plus stock. 


10_ After conversion of Class “A” stock. 
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New Highs 


Among the stock groups which 
have long enjoyed exceptional in- 
vestment popularity, new highs 
for 1951 or longer have again been 
recorded by chemicals, oils, rayon 
issues, tires and natural gas, while 
the ethical drugs and paper groups 
have recently “taken a rest’. 
Groups which have joined the 
parade to higher prices within the 
last one to six weeks, and which 
have now attained new tops for the 
year or longer, are building mate- 
rials, bituminous coal, copper, 
containers (metal and and glass), 
proprietary drugs, electrical 
equipment, finance companies, 
corn refiners, lead and zinc, mach- 
inery, metal fabricating, office 
equipment, radio broadcasters, 
video stocks, motion pictures, tele- 
phone and telegraph, and electric 
utilities. 


Variations 


At this writing the daily indus- 
trial average is roughly 10 points 
above its intermediate high of last 
May and about 14 points above its 
intermedite high of last February. 
In the case of a number of stock 
groups, however, the highs of 
either May or February still stand 
as major tops, yet to be surpassed. 
Among others, that is true of wool- 
en goods, floor coverings, soft 
drinks, most auto and auto parts 
issues, meat packers, cotton goods, 
printing and publishing, steel, 
rails, canned foods, shipbuilding, 
shoes, aircraft, distillers, rail 
equipment, department stores, air 
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lines, tobaccos, mail orders, farm 


equipment, variety stores and 


sugar. 


Records 


Groups which are now above all 
earlier major tops, including those 
of the landmark year 1929, are 
oils, chemicals, ethical drugs, fer- 
tilizer, machinery, paper, radio 
broadcasters, mail order, rayon 
and tires. Groups which are large- 
ly or considerably under their 
1945-1946 tops are air lines, distil- 
lers, soft drinks, glass containers, 
gold mining, printing and publish- 
ing, rail equipment, department 
stores, variety stores, shoes, sugar, 
movies, and tobacco. This does not 
mean that all these are at attrac- 
tive levels for buying. In most 
cases, their prospects seem to this 
column to be either sub-average or 
nothing to get excited about. It 
may be interesting to note that the 
1929, 1937, 1946 and 1951 highs to 








date were at successively higher 
levels only for the mail order 
group and shipbuilding. On the 
other hand, each major high to 
date since 1929 has been at a suc- 
cessively lower level, in the case of 
the rail group, railroad equipment 
and tobaccos. For that sort of 
record there has to be pretty good 
reasons. 


Movies 


Of course, at a lowed enough 
level, almost any stock is a buy, at 
least for a rebound, a major re- 
versal of trend being something 
else again. The trouble is that de- 
termining a really sold-out level is 
very difficult. Following a major 
deflation, a stock may “make a 
line” for weeks or months, only to 
go somewhat lower after you as- 
sume the risk of buying it. Or it 
may “stay dead”, close to your pur- 
chase price, for a long and dreary 
period. And if you are premature 














Dixie Cup Co. 

Mead Johnson & Co. 

Bullard Co. 

Goodyear Tire & Rubber 
Amer. Broadcasting Co. 
Consolidated Coppermines 
Chesapeake & Ohio Rwy....... 
Goodrich (B. F.) Co. 

Kennecott Copper Corp. ... 
Electric Auto-Lite ........................ 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 
. 6mos. June 30 $3.89 $2.77 
. 6 mgs. June 30 -67 53 
. Jun 30 Quar. 1.38 44 
. 6 mos. June 30 9.32 5.08 
. 6 mos. June 30 -28 | 
. 6 mos. June 30 -80 -20 
. 7 mos. July 31 2.24 2.05 
. 6 mos. June 30 3.79 2.92 
. 6 mos. June 30 4.65 3.49 
. 6 mos. June 30 3.57 3.47 
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by even 2 or 3 points, it can make a 
decisive difference in the profit 
potentials, since you probably will 
be equally wrong in trying to guess 
the recovery top. The performance 
of motion picture stocks is a case 
in point. These issues suffered a 
major deflation, following the in- 
dustry’s World War II prosperity 
which resulted in a brief period 
of fat earnings following removal 
of EPT. Then they “‘stayed dead” 
for an extended period, and now 


discussion of the non-ferrous 


metals outlook.) 


Taxes 


If the initial Senate-Finance- 
Committee version of the tax bill 
is adopted, the effect, as compared 
with existing tax rates, will be to 
cut earnings all the way from 
9.4% for companies not subject to 
EPT up to a maximum of 21% for 
those who are subject to EPT. 


taken at a glance, without refer- 
ence to tax accounting. 
Liquidity 

Goodall-Sanford (men’s sum- 
mer suits and textiles) earned 
$4.02 a share in the fiscal year 
ended June 30, against only 50 
cents a share in the prior year. The 
stock, around 1914, has responded 
little to this superficially excellent 


report. There are three reasons for 
that. (1) The best earnings—$2.74 


























have rallied briskly. Whether the Amongtheformer,mosthavebeen | yo me avio 
recovery will go further, and by reserving taxes at rates of 47% to : eee sg Pg eonleg 
how much, this column would not 59%. Most of the latter have done ps et a mpi ie pao 
venture to guess. The industry 0 at the existing ceiling rate of pis 4 pre yo = i Bina Pi the 
may have felt most of the impact 62% or moderately above it. Prob- . oo , se whan “ nat laa ttn 
of television in areas with tele- ably a relatively small minority 1981 1952 “ eros pat pe doubt 
vision. But it does much business have applied the proposed 70% b poll er vs — pr t} ¢ til 
in areas which either do not yet Ceiling rate. Excepting in the lat- ws Set tea vibes » ‘le x (2) 
have television or are far fromthe ter instances, the new taxes retro- yg a ; with J i 30 1950 
television saturation point. At active to last January will have fo ncial liquiidty has deteriora: 
best, the longer-term prospect ap- the same effect. on corporate {04 Cash is down slightly to $1.7 
pears too obscure to be figured finances as a capital levy. It will Dion for a company which did 
with any real confidence. In this create or complicate working cap- $62.5 waitin of po durin 
writer’s view, it is unimpressive tal problems. That will not be of {)0"o months under review; i 
higher for investment purposes major importance for large, finan- Pra animes $15.2. a 
order shade cially strong corporations, but can fan pony” 379 pe ae 
in the iti be more or less “bothersome” for sec ” # : mal $3 z walk ge 
igh to some others, especially those in a 11 - eyillion 3 F “th ' 
= anes The copper group now stands marginal or borderline situation 21-7 million. (3) For di wate 
vase of | about 20% over its 1946 bull as regards working capital and cited, css pea —— * 
pment market high, about atits 1937 high _ finances as a capital levy. It will seem — tl pate _ 
srt of | and about 23% under its 1929 if made retroactive to the start of Pe delayed at best an pr . 
y good high. These stocks certainly are the year, will present accounting ruled = This — ered 
far from any bargain-counter problems. Some companies will re- strates the importance of studying 
level. But if you allow for the _ vise first-half earnings previously ®” annual report — broken down 
change for the better inthe copper stated, by applying the new rates poe aig te basis, and of 
supply-demand situation as com- thereto, as well as to third quarter studying ba sect sheets. Even 
nough pared with earlier periods, for as- and second half results, of course. though such sharp changes — 
uy, at sured high demand for the dura- Others may take the full-year in- @tely foreseeable by the investor 
or re- tion of the defense effort, for the crease in the tax burden in the OF the professional analyst, they at 
thing relationship of the leading issues fourth quarter, resulting in sharp- least should not be ignored after 
at de- to earnings and dividends for the ly lower—and distorted—earnings the information becomes avail- 
evel is foreseeable future, and for the de- _ for that period. It has been impor- able. 
major preciation of the dollar—which has _ tant to note tax-rate accruals in 
a tc be considered basic in the case _ second-quarter and first-half earn- 5¥" 
nly to of a key industrial raw material—__ ings reports, as this column has As we have pointed out before, 
eo it this column must conclude that doneinits comments ona number Sun Oil is a perennial favorite of 
iil they are still reasonably priced, of companies. The same will be so well-to-do investors because of its 
a sent and that. they may well have a of third and fourth quarter re- unique policy of plowing back the 
worthwhile further potential. The ports. They can be misleading if (Please turn to page 692) 
ature marginal issues are up more than 
—— the best stocks, on a relative basis. EE 
The copper strike, ending at this ) 
writing, and higher taxes will im- DECREASES SHOWN IN RECENT EARNINGS REPORTS 
950 pinge on 1951 earnings, but not ita — 
2.77 seriously. Both Kennecott and First National Stores June 30 Quar. $ .97 $1.04 
53 ine Dodge are likely to earn at McGraw Electric 6 mos. June 30 4.03 4.42 
44 tthe an rs Northern Natural Gas 6 mos. June 30 1.01 1.28 
5.08 Kennecott, now around 80, sold at Reynolds Spring 9 mos. June 30 1.04 1.61 
aw 69 in 1937 on net of only $4.60 a Hudson Motor Car 6 mos. June 30 —- sania 
.20 share and $3.50 in dividend. Mi polis-Moline Co. July 31 Quar. 2.62 2.96 
».05 Phelps Dodge, now 70, sold at 60 in Mohawk Carpet Mills 6 mos. June 30 2.75 4.42 
.92 “gl ah a —— = Caterpillar Tractor Co... 7 mos. July 31 3.11 4.89 
3.49 other comparisons, these steele en, ee oe 7 mos. July 31 1.79 2.03 
3.47 appear far from extremely ex- oo gh IRN PE Dar EMRE SEER TEE EEE 6 mos. June 30 83 1.35 q 
——. ploited. (See page 670 for detailed — —————————— 
REET 677 
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The fall season has opened without any appreciable change 
in the character of business reports which continue to reflect 
slackness in consumer goods together with high level activity 
in most capital goods lines. 
There are expressions of 
somewhat great confidence 
in early revival of laggard 
lines but so far at least very 
little to support them. Obvi- 
ously they are mainly based 
on the strength of the factors 
supporting industrial activity, 
employment and purchasing 
aco power which are expected to 
limit the consumer goods re- 
cession, and in the long run 
to bring about revival of in- 
flationary pressure on prices. 
AGO To what extent this may be 
a realistic prospect remains 
to be seen. In this connection, 
much is made of the new 
production cutbacks in non- 
essential lines aimed at tail- 
oring industrial operations to 
the supply of basic metals. 
Some lines, mostly household 
appliances, radios, stoves, 
etc., will be cut to 58% of 
the pre-Korean production 
1943 rate compared to a present 
allowable of 70%. Auto pro- 
duction is to be trimmed to 
60% from currently 65%. 
But many believe that the 
new cuts won’t make much 
difference since output has 
i= already been running below 

1939 existing allowables because 
of declining demand. 

The “when” of the next in- 
flation surge is therefore 
considerably in dispute. Pre- 
viously officially forecast to 
occur in fall and winter, the 
threat is now pushed deeper 
into the future. The conjec- 
ture now is that even with de- 
ficit spending and new cut- 

sceaceeel backs in civilian goods, it will 
=— be at least next spring before 
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prices may once again start upward in more pronounced 
fashion, regardless of whatever fall pick-up in business may 
occur. A seasonal pick-up in coming months is hardly in ques- 
tion. But a real lift, particularly in prices, is hardly in the cards 
in view of heavy inventories and the caution these inspire. 

The latest monthly business survey of the National Association 
of Purchasing Agents throws an interesting light on nearby 
prospects. It finds that declines in production and new orders 
during August have been even sharper than anticipated; that 
new orders are dropping off even faster than the rate of pro- 
duction; that while inventories have dropped some, buying 
policy is being reduced to the shortest possible range. Normally, 
the survey goes on, anticipation of a brisk pick-up in fall busi- 
ness would find August inventories on the rise, with lengthening 
forward commitments. The survey finds neither of these in 
evidence and suggests that inventory and materials controls 
are at least partially responsible. It also adds that any opti- 
mism that might be found in the August reports, seems to be 
based on expectations of business forecasts rather than on any 
current factors. 

That just about sums it up: Inventories remain the big drag 
and that’s something that cannot be remedied in a hurry. It 
will take time. The desire to buy ahead is further diminished 
by evidence that shortages will be less, and will come later, 
than advertised. High prices continue to induce buying resist- 
ance since there is greater public apprehension that incomes 
will not keep up with living costs. Moreover, overbuying has 
been considerable and has to be worked off. 

But there is also another side to the picture. While the 
slackening in trade is bemoaned, business is still at relatively 
high levels except when contrasted with the two great buying 
waves of last summer and last winter. Moreover, the drop has 
not been progressive; retail sales—seasonally adjusted—have 
held their ground for about four months. That showing may 
have been due in no small part to strong promotions designed 
to work off inventories. This effort is bound to continue. Mer- 
chants seem willing to forget the sales marks for the year 
to-date and concentrate on potentials for the remainder of 
the year. In this endeavor, the seasonal factor is in their favor. 

It is postulated that record employment at high wages holds 
the key to consumer demand for the rest of the year. But it 
should also be noted that while employment is high, labor is 
increasingly restive in many areas, for many plants are running 
short time due to lack of orders and materials. Defense busi- 
ness is not yet filling the gap. 

This situation may be remedied progressively, but hardly 
rapidly—the latter particularly in view of the further. cutbacks 
in consumer durable goods lines slated for the fourth quarter 
which is bound either to create some new unemployment or 
else further reduce working hours. It is one reason why no sharp 
boost in aggregate personal incomes is likely soon. 
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MONEY AND CREDIT—The Treasury has resumed the quest 
for “new money” as Secretary Snyder requested bids on $1.2 
billion of 91-day bills for cash and in exchange for a $1 billion 
issue that matures September 13. The borrowing program had 
been interrupted in mid-August when the bill rate rose to 
$1.660% on an annual basis and the supply of short-term 
funds seemed about exhausted. Some easing of the bill rate 
has occurred since then and current quotations are around 
1.645%. With the Treasury’s cash balance at the end of 
August close to the $5 billion level that the Secretary has set 
as a minimum, a quick build-up of cash has evidently been 
thought necessary to tide the Treasury over until September 
tax collections alleviate the situation, at least temporarily. In 
addition it is hoped that the current savings bond selling drive 
will also prove to be a success. The government's refunding 
plans are becoming clearer with the offer of 178% 11-month 
certificates to holders of $755 million of 3% bonds called for 
payment on September 15 and of the $1.9 billion of 14% 
notes due October 1. The new certificates indicate no change 
from previous financing as a similar 17% certificate was 
offered in mid-July to holders of a $5 billion issue maturing 
at that time. These certificates are now selling at a small pre- 
mium to yield 1.65% to maturity. The country’s money supply 
has been expanding again and totalled $176 billion on July 
25. This includes bank deposits plus currency outside of banks 
and compares with the peak of $176.9 billion reached on 
December 30 last year. Last year’s high was followed by a 
decline to $172.5 billion on March 28, mostly the result of tax 
payment withdrawals. Demand deposits on July 25 totalled 
$90.8 billion against $89 billion on March 28 and $86.5 billion 
a year ago. For late figures we must be satisfied with the 
reports of the large city member banks which hold about 55% 
of total demand deposits. These banks report an expansion of 
some $500 million in the latter category of liabilities in the five 
weeks since July 25 while their loans have increased by about 
$400 million during the same period. The nation’s gold hoard 
which was receding rapidly earlier this year has stabilized and 
now stands at $21.85 billion against the low of $21.75 billion 
on May 2 of this year. The cessation of gold losses betokens 
an improved trade balance and the reversal of the flight from 
the dollar. The government bond market has been idling in the 
past two weeks and the bank-eligible 2'2’s of 1967-72 closed 
at 100-1/16 on September 10 against a price of 100-6/16 
two weeks earlier. This compares with the low of 98-1/16 
reached at the end of June. The two-point improvement in 
prices occurred despite sales of long term governments by the 
Federal Reserve system as their holdings of government bonds 
have fallen by almost $1 billion since June 27. 
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TRADE—A slight improvement in consumer buying has been 
noted lately and this was encouraged by promotional sales 
of fall merchandise and widespread clearances of summer 
goods. The improvement appeared to benefit a number of 
lines with apparel, furniture, refrigerators, and food depart- 
ments all reporting somewhat better demand. 
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INDUSTRY—Industrial production has been on an even keel 
during the past two weeks at a level well above July output. 
The MWS Index of Business Activity stood at 186.8 in the week 
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ending September 1 and this compares with 186.6 two weeks 
ago and a July average of 179.6. Production of crude oil and 
electric power have continued to rise during the past two weeks 
while there has been a slackening in freight car loadings and 
paperboard output. Lumber shipments and steel production 
have held rather steady during the period. 
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COMMODITIES—Commodity prices have been stable in the 
past fortnight with futures continuing to be stronger than spot 
prices. Thus the MWS Index of spot commodities reached its 
low for the year on August 31 and has rallied but little since 
then while the Dow Jones futures index made its low for the 
year in mid-July and had since recovered about Y of the 39 
point drop from the year’s high made in February. 
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NEW CONSTRUCTION was valued at $2,802 million in 
August compared with July’s figure of $2,770 million, accord- 
ing to a joint report of the Commerce Department and the 
Bureau of Labor Statistics. Increased outlays for factory, 
atomic energy and military installations more than offset de- 
creases in home and store construction during the month. Ex- 
penditures for military construction amounted to 6'2 times the 
figure of a year earlier, while industrial plant building had 
(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl §PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Aug. 3.0 3.0 1.1 145 (Continued from page 679) 

Cumulative from mid-1940 Aug. 425.1 422.1 398.4 13.8 inne Ginn Deibted Odie eniadion ex 
FEDERAL GROSS DEBT—$b Sept. 7 256.6 256.6 257.8 55.2 penditures of $937 million topped July’s 
MONEY SUPPLY—$b $899 million while private residential build- 

Demand Deposits—94 Centers Aug. 29 51.0 50.3 49.0 26.1 ing dropped to $920 million from $937 

Cuerenny te Cheeta Sept. 5 28.3 28.0 27.3 10.7 million the previous month. Total construc- 

tion in the first eight months of this year 
BANK DEBITS approximately $19.5 billion which was al- 

New York City—$b ipo? veel ye ~_ 4-26 | most 12% higher than the $17.5 billion 

93 Other Centers—$b = pad = = 7-60 | outlay for the same period a year ago. 
PERSONAL INCOMES—$b (cd2) July 251.6 251 223 102 Private new construction at $13.7 billion 

Salaries and Wages July 166 166 143 66 was up 5% over last year and new public 

Proprietors’ Incomes July 49 48 45 23 construction totalling $5.8 billion showed a 

interest and Diddands dy 20 20 18 10 31% rise over last year’s outlays. 

Transfer Pay t July 413 13 12 3 * * * 
ee ee July ed = 19 10 _| GAS SALES in the month of June were 
POPULATION—m (e) (cb) July 154.4 154.1 151.7 133.8 | 10.8% higher than in June a year ago and 

Non-Institutional, Age 14 & Over__ | July 108.9 1088 109.5 101.8 |totalled 3,247 million therms according to 
Civilian Labor Force July 64.4 63.8 64.4 55.6 |data of the American Gas Association. 

unemployed July 1.9 2.0 3.2 3. | NATURAL GAS sales amounted to 3,007 
Employed |July 62.5 61.8 61.2 51.8 |million therms which topped the year-ago 

In Agriculture | July 79 8.0 8.4 8.0 |figure by 12.3% while sales of manufac- 
Non-Farm | July 54.6 53.8 52.8 43.8 | tured and mixed gas totalling 239 million 

At Work | July 56.6 59.2 54.2 43.2 |\therms were down 4.9% from June of last 
Weekly Hours, non-farm | July 42.3 ANZ 37.7 42.0 |year. The changes reflect conversions in 
Man-Hours Weekly—b July 2.31 2.24 2.04 1.82 |some large cities to the use of natural gas. 

a -|For the twelve months ending June 30, 

SEPLOVENE, len-Farm—m Gb) July 46.4 46.4 44.1 37.5 | 1951, gas sales rose 16.3% over the pre- 

Cement July 6.4 6.4 5.7 48 | vious corresponding period. Natural gas 

anon July 12.9 13.0 12.2 11.7 | sales showed an 18.2% rise during the 
aan Hewes July 40.4 40.8 40.5 40.4 | period while manufactured and mixed gas 
Hourly Wage (cents) July 159.8 160.1 1462 77.3 | dipped 3.3%. 

Weekly Wage ($) July 64.56 65.32 59.21 21.33 | , m i 
sereontinneapentaael Sept. 4 176.7 176.8 = 168.3 92.5 Nation-wide ADVERTISING VOLUME 

Retail (edlb) — | June 206.8 2057 185.7 1162 | gained 6% in July over June and stood 

oe 32% above July 1950, according to the 
sirtga waist = ae sa cg 8 compilations of Printer’s Ink. The best gains 

Clothing : c vat noon ot eo over June were shown by magazines and 

cae wed : ‘ ; ‘ newspapers, up 5% and 4% respectively, 

July 136.2 135.7 131.3 107.8 | while radio, outdoor advertising and busi- 
RETAIL TRADE—$b ness papers reported slight losses and tele- 

Retail Store Sales (cd) June 11.9 12.1 11.7 4.7. |vision volume was unchanged. Compared 
Durable Goods June 3.8 4.0 4.2 1.1 |to a year ago, television advertising showed 
Non-Durable Goods June 8.0 8.1 7.5 3.6 |a spectacular jump of 439% followed by 

Dep't Store Sales (mrb) June 0.86 085 0.84 0.39 | business papers and magazines, each up 

Retail Sales Credit, End Mo. (rb2)__ | June 11.0 11.0 10.3 5.5 | 16%. 

MANUFACTURERS’ git: . 

New Orders—$b (cd) Total July 20.7 23.2 22.2 14.6 Consumption of NEW RUBBER during 
Durable Goods. July 10.0 12.0 10.6 7.1 | the month of July decreased 8.3% to 98,249 
Non-Durable Goods July 10.8 11.2 11.7 7.5 |long tons from the 107,135 long tons con- 

Shipments—$b (cd)—Total July 19.8 22.4 18.7 8.3 |sumed in June, according to the monthly 
Durable Goods July 8.9 10.7 8.0 4.1 | report of the Rubber Manufacturers Asso- 
Non-Durable Goods July 11.0 11.7 10.7 4.2 | ciation. Consumption of natural rubber 

dropped 11.55% during the period to 35,- 
BUSINESS INVENTORIES, End Mo. 903 long tons while synthetic rubber use at 

Total—$b (cd) — | July 70.7 70.5 54.2 28.6 | 62,346 long tons was down 6.31%. July 
Wholesalers’ —____________ | July 11.7 9 9.5 4.1 |of a year earlier. A precipitate drop in 
Retailers’ July 18.6 18.7 14.7 8.1 | natural rubber use amounting to 41.53% 

Dept. Store Stocks (mrb) — | July 2.8 2.8 2.1 1.2 | occurred during the period while synthetic 
BUSINESS ACTIVITY—1—pc | Sept. 1 186.8 187.1 177. 141.8  |rubber consumption has risen by 18,659 

(M. W. S.)—1—np | Sept. 1 218.0 218.2 208.2 146.5 |long tons or 42.71% since July 1950. 
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aaa! Latest Previous Pre- 
: Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
OK Date Month = =Month Ago Harbor* 
ite INDUSTRIAL PROD.—1—np (rb) July 215 222 196 174 Production of finished PORTLAND 
Mining July 160 167 144 133. | CEMENT in July amounted to 22,439,000 
aie Durable Goods Mfr._______._ } July 267 276 235 220 | barrels, an 8% rise from the 20,709,000 
ly's Non-Durable Goods Mfr.___—. } July 189 197 181 151 | barrels produced a year earlier, according 
' : os 7 ' to an announcement by the U. S. Bureau of 
ild- _ | CARLOADINGS—t—Total Sept. 1 829 839 852 833 
137 : precession oo ae pote ase “ | Mines. SHIPMENTS of 24,266,000 barrels 
wil ee ee Sept. 1 % 75 91 156 | topped output with the result that MILL 
sl - is tay Sept. 1 52 54 5] 3 | STOCKS continued to decline and 
7 rs —_——. ' amounted to 14,612,000 barrels on July 31 
é ELEC. POWER Output (Kw.H.) m Sept.1 7,146 7,079 6,459 3,267 against 16,439,000 barrels a month earlier. 
put ( ) | 
ai ee ee ' July 31 stocks, however, were still 14% 
go. SOFT COAL, Prod. (st) m Sept. 1 10.5 10.8 11.0 10.8 | high h h h 
: 5 | higher than the amount on hand a year 
ion Cumulative from Jan. 1 Sept. 1 348 337 323 446 | ago. * * * 
™ Stocks, End Mo july 74177052818 |" Producers’ RAYON SHIPMENTS to do- 
° PETROLEUM—(bbls.) m = | mestic consumers during July totalled 106,- 
Cucte Deed, Selle a Sept. 1 6.2 62 5.8 dig 3) 700,000 pounds, a drop of 2%2% from June 
pallet Sept. 1 8 16 106 86 ' but still above the 105.5 million pounds 
' ees : 
ere Fuel Oil Stocks Sept. 1 48 47 4) 94 shipped in July a year ago. Producers’ 
ind Heating Oil Stocks Sept. 1 87 86 69 55 STOCKS on hand at the end of July were 
to —— $$ sharply above June 30 figures and 
a LUMBER, Prod.—(bd. ft.) m Sept. 1 550 605 645 632 amounted to 24.3 million pounds against 
107 Stocks, End Mo. (bd. ft.) b_______ | July 7.5 7.1 6.2 12.6 16.9 million the month before. The increase 
1go iets aia Siiie-4 a = a ren wae “a pe in inventories reflected the decline in mill 
Mastish on ad : : : ' buying of rayon during July while manu- 
ac- Cumulative from Jan. 1_______ } July 61.0 52.3 55.3 74.7 f - g Y illi g Y hi ‘es . 
ion re, == z acturers were willing to continue high out- 
last ENGINEERING CONSTRUCTION | put levels to build up depleted stocks. 
* 
in AWARDS-—$m (en) Sept. 6 160 257,256 94 | i. 
yas. Cumulative from a as ae Sept. 6 9,967 9,807 8,261 5,692 Factory sales of WASHING MACHINES 
30 aa ; hie NR PON pr se | declined sharply in July to 139,799 units, 
cn eee | a 44.8% drop from June’s sales of 253,119 
gas Paperboard, New Orders (st)t Sept. 1 185 188 317 165 | units, according to the American Home 
to Cigarettes, Domestic Sales—b July 30 32 30 7 | Laundry Manufacturers Association. July 
“— Do., Cigars—m July 422 503 401 543 | 1951 sales were also down 50.5% from 
Do., Manufactured Tobacco (Ibs)m_ | July 16 19 16 28 | the results for the same month last year. 
b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted thly totals at annual rate, before taxes. 
edilb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. I—S lly adjusted index 
IME (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. enhe: mills, publishers, 
ood and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without comp tion for lation growth. pe—Per capita basis. 
th rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
une or week ended December 6. **—S lly adjusted 
ains 
and THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
ely, ——— ——- 1931 indexes ————————_ | (Nov. 14, 1936, Cl.—100) High Low Aug.17  Sept.7 
)USI- Issues (1925 Cl.—100) Sept. 7 100 HIGH PRICED STOCKS 122.1 107.1 120.0 122.1A 
ele- 334 COMBINED AVERAGE ........... 197.2 172.6 193.9 197.2A 100 LOW PRICED STOCKS 245.8 208.6 235.2 239.0 
a 4 Agricultural Implements ......... 292.7 246.5 281.0 288.4 5 Investment Trusts ; 97.2 84.8 93.9 97.2A 
we 10 Aircraft (‘27 Cl._—100)......... 333.0 252.8 302.1 314.5 3 Liquor (‘27 Cl._—100) 1202.0 1066.6 1146.9 1181.3 
| by 7 Air Lines (‘34 Cl.—100)...... 764.7 634.0 705.9 719.0 11 Machinery .. 210.2 177.7 206.4 210.2A 
Y 
up See Ere rere 102.7 86.6 99.1 102.7A 3 Mail Order 152.0 125.3 134.6 137.3 
10 Automobile Accessories ...... . 257.6 216.2 246.1 246.1 3 Meat Packing 109.1 85.7 94.0 93.0 
TY RINE ccyisteoccesenurivesngeese 46.3 36.1 40.2 40.6 13 Metals, Miscellaneous ... . 290.0 233.0 282.6 290.0A 
3 Baking (‘26 Cl.—100).......... 23.2 21.0 21.8 22.0 Pe ae ae eee 416.9 344.3 410.2 416.9A 
F 3 Business Machines .................. 401.3 300.8 392.5 401.3A 29 Petroleum ..... ... 443.8 355.0 429.6 443.8A 
— 2 Bus Lines (‘26 Cl.—100).......... 183.1 1506 154.0 154.0 30 Public Utilities 1528 1425 151.4 1528 
249 BRINE ses osccecctsetc cscs 427.8 326.0 4148 418.0 9 Radio & TV (’27 Cl.—100) 314 266 29.1 29:1 
con- GOIN PAIN INES sc essia5<escecctwassuseses 18.3 13.2 14.9 14.4 8 Railroad Equipment .......... 73.8 57.5 65.0 65.7 
ithly 4 Communications we 58.3 68.8 70.6 24 Railroads ..... are 45.4 34.2 39.7 41.2 
\Ss0- DP GGAGGCUOR cosivecscscccsccecsasienee 69.5 60.2 68.3 69.5 3 Realty .......... 41.0 34.3 37.8 39.0 
ber F CRIMES 6. sksseseieatinnlinasis. case 479.7 376.5 472.4 479.7A 3 Shipbuilding .. 181.0 139.1 167.6 172.6 
9 Copper’ S& Brass,.:. «:....05.-csscasns 156.2 126.3 152.3 156.2A 3 Soft Drinks : 395.5 320.3 330.5 327.1 
35,- 2 Dalry Products... 834 759 80.8 82.4 15 Steel & Iron... ‘ 169.5 134.1 156.2 159.2 
e at 5 Department Stores .............. 84.5 66.0 74.7 74.7 3 Sugar .......... , aes 77.6 66.5 74.7 74.7 
July 6 Drugs & Toilet Articles.......... 235.0 213.6 222.1 224.2 ye eee 551.2 425.3 551.2 538.2 
that 2 Finance Companies ............. 308.1 243.0 303.2 305.6 5 Textiles ....... Sore 223.6 191.3 203.4 213.5 
a 7 Food Brands 171.4 185.9 187.8 3 Tires & Rubber. ae Vicecctoo ae ee 51.2 70.4 71.4A 
3% 2 Food Stores ........... i E 103.8 109.4 110.5 Cn a ae eee OED 86.1 75.3 81.8 81.0 
) § 3 Furnishings ........... ddscie. K 65.7 67.0 67.0 SZ Varlaty Stares ......:.02055..502555.. 320.7 301.1 316.4 319.5 
= 4 Gold Mining ...............00000. 579.3 679.5 679.5 20 Unclassified (‘49 Cl.—100).... 127.3 109.4 122.0 122.0 
65 
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Trend of Commodities 





Unfavorable developments in Korea and Iran have failed 
to awaken any great buying interest in commodity markets 
with the result that futures trading has been lackadaisical and 
price changes narrow although grains have improved during 
the past two weeks while wool futures have fallen to new lows. 
May wheat rose 22 cents in the past fortnight and closed at 
248 on September 10. Exports under the International Wheat 
Agreement are making a good showing and visible supply at 
202,554,000 bushels is lower than last year’s 223,436,000 
bushels. Domestic flour business has improved while unfavor- 
able Canadian crop reports have also been a factor. May 
corn has risen 3% cents since August 27 and closed at.1757% 
on September 10. The main influence appeared to be reports 
of unfavorable weather and crop damage is feared. Com- 
modity Credit Corp. holdings of corn totalled 413,422,681 


bushels on June 30 with non-recourse loans outstanding on an 
additional 129,676,317 bushels. Government loans on the new 


crop will be at 90% of parity and this is expected to work out P 


to a level of approximately $1.76 at Chicago. The U.S. Depart- 
ment of Agriculture estimates the new cotton crop will total 
17,291,000 bales, based on conditions as of September 1. This 


is a slight increase from the August 1 estimate and compares 


with last year’s production of 10,012,000 bales. Secretary 
Brannan has forecast domestic consumption for the season end- 
ing July 31, 1952 at 10.5 million bales plus 5.5 million bales 


in exports. This would mean an increase of only about 1 billion F 


bales in the end-of-season carry-over. However, in view of 
heavy cotton goods inventories, falling demand and larger 
production in foreign countries, these consumption estimates 
would appear to be optimistic. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wks. 3 Mos. 1 Year Dec6 

Sept.10 Ago Ago Ago 1941 

28 Basic Commodities ........ 324.5 323.8 354.0 329.6 156.9 
11 Imported Commodities . 335.3 335.4 378.6 350.2 157.3 
17 Domestic Commodities .. 317.8 3166 339.0 316.9 156.6 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
ao 214.5 3047 1640 95.8 743 783 658 93.8 


RRS 174.8 134.2 1264 93.6 58.7 616 57.5 64.7 


Date 2 Wks. 3 Mos. 1 Year Dec.6 


Aug.27 Ago Ago Ago 194! 
7 Domestic Agriculture . 343.1 351.6 377.9 361.0 163.9 
ND -Fopastns 5 2.6-----..0-2.. ... 367.7. 367.5 379.9 371.2 169.2 
16 Raw Material ............... . 304.9 295.4 339.8 307.5 148.2 
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Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 
i LCE 215.4 202.8 184.4 111.7 88.9 67.9 57.7 866 
BOW. Scene 176.4 140.8 123.0 986 58.2 489 47.3 546 
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Gulf Oil has reported discovery in a wild-cat well 
in Western Canada, which indicates that the com- 
pany may have a discovery of major proportions. 
Gulf, through its subsidiary Canadian Gulf Oil Com- 
pany, has been a pioneer in the exploration for and 
production of oil in Western Canada. Gulf’s holdings 
in Alberta are approximately 4,280,000 acres. In 
Saskatchewan it has 890,000 acres and in Manitoba 
362,000 acres. In addition, it has a one-quarter hold- 
ing in British Columbia, amounting to 3,1000,000 
acres. 


In an effort to ease a critical nation-wide shortage 
of castor oil, American Cyanamid Company has de- 
veloped a new product which contains no castor oil. 
Developed to meet military requirements for a fast- 
drying durable finish for ammunition, the resin may 
be used in a variety of air drying and baking ap- 
plications. Finishes produced with this new resin 
combine rapid-drying characteristics, good color, 
gloss and useful film properties. 


Final arrangements have been completed between 
The Glenn L. Martin Company and The Hudson 
Motor Car Company, whereby Hudson, under sub- 
contracting arrangements from Martin, will engi- 
neer, tool and manufacture rear fuselage and tail 
sections for the twin-jet Canberra night intruder 
bomber which will be built in substantial quantities 
for the US Air Force. The Martin Company an- 
nounced last June that it would place $52 million in 
new business with sub-contractors this year. The 
work to be done by Hudson is not included in that 
total. Hudson has already started necessary engi- 
neering on the new Martin work and delivery of 
finished components will begin next year. The new 
defense production will not affect the company’s nor- 
mal output of automobiles. 


Commercial production of Cortisone has been 
started by Glidden Company at its Soya Products 
Division’s Fine Chemicals Laboratory in Chicago. 
Production of the scarce drug is used in the treat- 
ment of rheumatoid arthritis comes after four years 
of intensive research by Glidden chemists. All of 
Glidden’s output of Cortisone has been sold to phar- 
maceutical manufacturers, by whom it will be pre- 
pared for use by hospitals and physicians either in 
form for hypodermic or oral treatment. Regarding 
Gliddens’ commercial output of Cortisone, it is stated 
that the company has been adding to its hormone 
production facilities in Chicago for the past six 
months and that further facilities are expected to 
be necessary as production increases. 


As part of a nationwide effort by industry to meet 


| expanding defense and essential civilian require- 


ments for petroleum raw products and materials, 
such as high octane gasoline, The Davison Chemical 
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Corporation will erect one of the largest catalyst 
plants in the United States on the Calceasieu River, 
six miles south of Lake Charles, La. The site will 
provide for production of other chemicals in addition 
to catalysts. Cost of the plant is estimated at about 
$7 million. Scheduled for operation early in 1958, it 
will have facilities for producing synthetic fluid pe- 
troleum cracking catalyst sufficient to process nearly 
600,000 barrels of petroleum stocks per day, based 
on average refinery use of cracking catalysts. The 
Gulf Coast area in the past few years has had a tre- 
mendous expansion not only in petroleum refining, 
but also in chemical processing plants employing the 
end products of catalytic cracking. 


Pennsylvania Railroad has reported that 90% of 
its program, undertaken in most part a year ago, to 
build and rehabilitate a total of 60,000 freight cars 
has now been completed. About 54,000 new and re- 
habilitated cars, 27% of the company’s freight cars, 
have now been placed in service. New gondolas, box 
and flat cars, totalling 14,500 have been delivered 
as part of the road’s orders for 20,250 new freight 
cars. These are in addition to 6,600 built in Pennsy]l- 
vania’s own shops on earlier orders. Thirty three 
thousand rehabilitated box cars, gondolas and hop- 
per cars, turned out in the railroad’s shops, have also 
been put back into service. The entire program, in- 
volving 60,000 cars will be finished, it is estimated, 
in a few months. Inauguration of another program 
for additional new equipment and accelerated re- 
habilitation is under consideration, and will be pro- 
gressed as increased earnings and traffic justify. 


The structure of National Gypsum Company’s new 
paper mill at Pryor, Oklahoma, is about 75% com- 
plete and completion of the building is expected in 
October, with machinery installation completed by 
December. The new plant, planned to integrate west- 
ern operations, will supply National Gypsum’s plants 
in Iowa, Texas and Kansas. The Pryor mill, designed 
by the company’s own engineering staff, will produce 
a special paper liner used in the manufacture of 
fireproof gypsum board products, including gypsum 
lath, wallboard and exterior sheathing. 


Continental Motors Corporation expects to produce 
in the fiscal year ending Oct. 31, approximately 
475,000 engines for its civilian customers and the 
armed services. The company’s plants are operating 
on a high volume basis and sales are currently ex- 
ceeding $15 million a month against an unfilled order 
backlog of $250,000,000 million. The company has 
also been tooling and placing in volume operation a 
large plant devoted exclusively to the manufacture 
of three engines of 375, 500 and 810 horsepower for 
use in tanks and other front-line vehicles. Through 
a subsidiary, the Continental Aviation and Engineer- 
ing Company, there have been established facilities 
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for manufacture of a 525-horse power radial engine 
for helicopters. 


A completely automatic marine pilot system has 
been developed by The General Electric Company 
which unerringly follows any course it receives from 
a human or automatic source. Where a helmsman 
frequently overcontrols the rudder in wind, swells 
and currents, the auto-pilot follows its course with 
an average variation of less than one-half a degree. 
Another advantage is the almost complete lack of 
maintenance required on auto-pilot as compared with 
other automatic steering systems. 


Details of a building program that will boost fa- 
cilities for production of life-saving penicillin and 
streptomycin at Schenley Laboratories, a subsidiary 
of Schenley Industries, Inc. have been published. The 
laboratory is a pioneer producer of penicillin and 
currently is one of the largest prime producers of the 
drug in addition to manufacturing streptomycin. 


One of the most interesting developments in re- 
gard to expansion of defense activities by important 
American industrial concerns is the new J-48 jet 
aircraft engine plant to be built and operated by 
Chrysler Corporation for the U. S. Navy. The Navy 
has announced that the plant is scheduled for opera- 
tion by early 1953. The plant, unequipped, will cost 
in the neighborhood of $30 million, but when ready 
for operation, will cost many times that amount. 
Chrysler Corporation has already received an initial 
contract of $91 million to build, equip and operate 
the plant. It will be known as the Chrysler Jet En- 
gine Plant and will be owned by the U. S. Navy. This 
type of power plant is already in use by the Navy in 
its latest model Gruman Panther fighter and by the 
Air Force in its Lockheed F-94-C all-weather inter- 
ceptor fighter. 


American Locomotive Company has delivered the 
first two of an order of ten new design 1600 horse 
power diesel-electric road switching locomotives to 
the Atchison, Santa Fe & Topeka Railroad. The new 
six motor locomotives will be placed in service in 
different locations on the Santa Fe system. The en- 
gines are now being treated with a dynometer car 
on the Southern Division of the Gulf Lines to deter- 
mine their exact pulling power for the purpose of 
establishing tonnage ratings. The American Locomo- 
tive Company is now also in full process of manufac- 
ture of the Army’s newest medium tank at its Schen- 
ectady plant. More than 1500 subcontractors are 
producing parts for the new tank. During World 
bed II, American Locomotive turned out over 6000 
tanks. 


Illustrating the pains to which leading pharma- 
ceutical companies go to establish the efficacy of 
their new products is the fact that Abbott Labora- 
tories supplied nearly five million tablets of an ex- 
pensive new drug to physicians without charge over 
a four-year period before a single tablet was placed 
on the market. The new product is known as Phenu- 
rone. It was discovered early in 1947 and has been 
undergoing extensive clinical tests in the treatment 
of selected cases of epilepsy. 


Extending its program of dieselization, New York 
Central will improve passenger service on its Buffalo 
division between Buffalo Central Terminal, Niagara 
Falls and Suspension Bridge, New York. A new air- 
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conditioned, streamlined train will replace most of 
the local trains now pulled by steam locomotives. 
The New York Central already has four other trains 
of this new type in service, four on its Boston & 
Albany line, two between Harmon and Peekskill and 
one between Detroit and Midland, Mich. 


Purchase of the St. Thomas, Ontario Works of 
Allis-Chalmers Rumely, Ltd., by Canadian Allis- 
Chalmers has been completed. Both firms are sub- 
sidiaries of Allis-Chalmers Manufacturing Company. 
Allis-Chalmers Rumley is primarily a tractor and 
farm implement sales organization for tractor divi- 
sion products. St. Thomas Works manufactures 
products of the general machinery division and 
Canadian Allis-Chalmers is engaged in manufactur- 
ing other general machinery products. It is consid- 
ered advantageous to have all Canadian manufactur- 
ing operations of the general machinery division 
under one management. 


A new safe preservative for textiles and other ma- 
terials subject to micro-organisms has been devel- 
oped by Dow Chemical Company. Wide use of the 
product is foreseen to treat fabrics for tents, tar- 
paulins and other goods subject to outdoor exposure 
for both military and civilan users. The new com- 
pound has been approved by the Office of the Quar- 
termaster General, and is only one of many recently 
developed and placed on the market by the company. 


Koppers Company, Inc. has been awarded a con- 
tract for the engineering and construction of a bat- 
tery of 61 new chemical-recovery coke ovens by 
Dominion Steel & Coal Corp. of Nova Scotia. About 
two years ago, Koppers completed and put into oper- 
ation a 53-oven battery for Dominion. In addition, 
Koppers has been awarded a contract by United 
States Steel Corporation for engineering and con- 
structing three new batteries of chemical-recovery 
coke ovens at Clairton, Pa. 


The eighteenth huge East-Pittsburgh built genera- 
tor placed in operation at the Grand Coulee Dam 
by Westinghouse Electric Corporation will permit 
full operation of the immense project. With the giant 
generators operating at peak capacity, Grand Coulee 
will be able to supply nearly 2,235,000 kilowatts, ap- 
proximately enough power to meet the combined 
needs of Chicago and San Francisco. In addition to 
supplying power to drive the Hanford, Wash. atomic 
energy installation, aluminum plants at Spokane and 
scores of other industries throughout the Pacific 
Northwest, the Coulee power next year will begin 
pumping millions of gallons of water to irrigate 
thousands of now arid land. Westinghouse also built 
four of the world’s largest motors (65,000) horse- 
power to drive pumps for this tremendous irrigation 
job. 


Copper Range Company, which has one of the 
largest undeveloped copper ore bodies in North Amer- 
ica, located on the upper Michigan peninsula, is hav- 
ing difficulties in securing loans to develop this prop- 
erty. Recently its application of an approximately 
$60 million loan was turned down by the Reconstruc- 
tion Finance Corp. However, the company is going 
forward with other United States agencies in con- 
nection with the required loan. Owing to the critical, 


shortage of the red metal, the company hopes to get 


its loan approved finally. 
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“Full 
Disclosure” 


is the 
Hallmark 


of Progress 


Modern operating methods and 


modern reporting should go hand-in- 
hand. This means prompt and thorough 
accounting—to the management, to the 
personnel, to the stockholders and to 
the public. Nor does it mean ac- 
counting in the narrow sense. The 
Chesapeake and Ohio Railway be- 
lieves in presentation of all data neces- 
sary to an intelligent estimation of the 
status and outlook of the enterprise 


and its securities. 
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The Reversal in Gold 
Movements 





(Continued from page 659) 


much the same way as we bid for 
foreign raw materials and mer- 
chandise. Many people thought 
that the output of consumer dur- 
able goods would be quickly af- 
fected by our defense production 
activities. Others were simply dis- 
trustful of the dollar, and hence 
proceeded to spend it as soon as 
they earned it. 

This phase of the post-Korean 
buying is now over. Latin Ameri- 
cans, for example, are no longer 
buying just anything. Much as 
our own businessmen, they have 
become very cautious in their new 
ordering. Many dealers in Mexico 
and Cuba appear to be stuck with 
automobiles, household appliances 
and other consumer durable 
goods, either because of credit re- 
strictions (quite severe in Mexico) 
or simply because a lot of pur- 
chasing power has evaporated 
with the decline of raw material 
prices. 

In more recent months, exports 
seem to have been bolstered by 
heavy buying of all kinds of our 
goods, ranging from cotton to 
irrigation pumps, reflecting a 
high level of business activity 
abroad and, of course, rearma- 
ment activities. In the last few 
months, Canadian purchases in 
this country have been running 
at an annual rate of some $3.0 
billion, or almost $1 billion more 
than before Korea. Latin Ameri- 
can purchases at a rate of about 
$3.5 billion a year during the 
second quarter were also about 
$1 billion larger (annual rate) 
than before Korea. The exports 
to Western Europe, reflecting an 
increase in shipments under the 
Mutual Defense Assistance Pro- 
gram, are at least $1.5 billion 
(annual rate) larger than before 
Korea. 

As a result of this expansion 
in our exports which is still go- 
ing on, the deficit in our interna- 
tional payments during the first 
nine months of the Korean cam- 
paign probably changed into a 
small surplus during the second 
quarter of 1951. This surplus has 
apparently grown larger during 
the current third quarter. 

What about the future? Ob- 
viously we are entering a phase 
of the defense economy in which 
our trade relationships with for- 
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eign countries will be no longer 
characterized first by a run on 
available goods and then an al- 
most equally abrupt stoppage of 
purchases while inventories are 
being worked off. Does the return 
to more or less pre-Korean trade 
relationships—except in respect to 
non-ferrous metals, steel, and 
military equipment—mean a re- 
emergence of the dollar shortage 
problem ? 

As always, the situation is 
likely to differ from continent to 
continent and from country to 
country. Take Continental West- 
ern Europe, for example. In the 
past two years, ECA aid from the 
United States (plus the condi- 
tional sterling credits to EPU) 
were sufficient to offset the trade 
deficit and permit substantial ad- 
dition of gold and dollars to West- 
ern European reserves. Although 
these countries will receive con- 
siderable assistance for defense 
under the MDAP Program, ECA 
aid will be cut sharply. 


Not Enough Export Goods 


Moreover, despite a great ex- 
pansion of their productive activi- 
ties, the countries of Western 
Europe apparently will not have 
enough goods for export to pay 
for (1) the additional cost of 
their imports, (2) increased raw 
material requirements needed in 
their defense programs, and (3) 
greater imports of food stuffs and 
consumer goods to satisfy the 
mounting purchasing power of 
their populace. At any rate, these 
countries are bound to need our 
assistance. in overcoming the 
bottlenecks in their steel and coal 
production. 

As a matter of fact, our coal 
exports, already at a high level, 
are expected to set new post-war 
records. It is estimated that the 
tonnage likely to be exported this 
year will be about twice as large 
as in 1950, when some 26 million 
tons of coal were shipped abroad. 
With the second largest U.S. cot- 
ton crop on record to be har- 
vested, European purchases of 
our cotton, abnormally low dur- 
ing the past season, are also 
bound to increase. 

All this is likely to mean that 
during the coming months West- 
ern European nations will be dip- 
ping into their reserves of gold 
and dollars either to pay for in- 
creased imports from the United 
States or from countries produc- 
ing raw material and foodstuff 
surpluses. As will be seen from 
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the second table, these reserves 
are roughly $500 million larger 
than they were prior to Septem- 
ber 1949 devaluations, but none 
too comfortable, with the excep. 
tion of Switzerland and Belgium. 
There was already a considerable 


decline in Italian and Dutch dol-f 


lar holdings. It may be mentioned 


in this connection that the free > 
market for French francs, Italian f 


lire, and Dutch guilders is cur. 
rently near the lowest points 
recorded since September 1949. 


The deficit in our trade with : 


Latin America of nearly $400 
million from July 1950 to March 
1951, changed into an export sur- 
plus of about $80 million during 
the second quarter of 1951. It re- 
mains to be seen, however, to 
what extent Latin America will 
draw on its gold and dollar re- 
serves, which as of last June stood 
at around $3.6 billion, about $800 
million up from September 1949. 
Considering the price changes, 
the volume of our imports from 
Latin America is now actually be- 
low the pre-Korean level and is 
unlikely to drop much more. On 
the other hand, our exports of 
non-essentials and consumer 
goods to Latin America will prob- 
ably fall off in view of large in- 
ventories there. However, our 
exports of machinery, tools, in- 
dustrial raw materials (steel) 
and chemicals should increase, 
particularly as some of these 
items are likely to be unobtain- 
able in Europe. 

However, Great Britain, which 
is faced with a serious deteriora- 
tion of her balance of payments as 
a consequence of a rise in prices 
and stepped-up defense expendi- 
tures, wants the overseas sterling 
area countries to use the dollar 
and gold reserves cautiously. 
Doubtless Chancellor Gaitskell is 
urging patience and cooperation 
at the Washington Conference of 
the Commonwealth Financial 
Ministers. Adds the London Fi- 
nancial Times: “Britain could 
hardly accept an assessment based 
on its relatively favorable eco- 
past.” 

With or without heavy orders 
from the overseas sterling area 
countries, the immediate pros- 
pects point to maintenance of our 
exports around the present level 
of about $16 billion a year. If this 
rate is maintained, the year 1951 
is likely to be our best export 
year. The record year thus far 
was 1947, during which $15.3 bil- 
lion of American goods were ex- 
ported. 
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is a vast store of natural wealth—all the needs of 


varied manufacture! 


..ethe mineral, agricultural and 
forest sources of plastics. Here is 
a plentiful supply of water, free 
of impurities ...intelligent, loyal, 
American-born industrial and 
agricultural labor . . . fast, con- 
venient transportation to 
domestic and foreign markets. 


In short, here is a frontier that 
calls urgently to those who would 
make the most of America’s 
rapidly expanding horizons. 
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Here are the basic requirements of the chemical and 
steel industries ...the minerals for light metals 
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The New Boom In 
Machine Tools 





(Continued from page 669) 


reality, a composite of many dif- 
ferent trades manufacturing a 
very considerable variety of prod- 
ucts which are quite dissimilar in 
nature and use. Most companies in 
this field are not large, many in 
fact are medium- or small-sized. 
Aside from several miscellane- 
ous classifications there are four 
main branches: 1) power-generat- 
ing machinery, 2) construction 
and conveying machinery, 3) well- 
digging and pumping equipment, 
and 4) power-driven metal work- 
ing machinery. There is another 
small but highly important group, 
that makes steel mill equipment. 
From the investor’s point of view, 
it is more convenient to think of 
these groups as being manufac- 
turers either of heavy industrial 
machinery or of machine tools, the 
other subdivisions falling more or 
less into these two classifications. 
_ The heavy machinery business 
Is now enjoying a boom but the 
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outlook is that demand will not ap- 
proach the feverish proportions of 
World War II. Defense and semi- 
defense demands for this type of 
equipment are held down because 
the military are still in possession 
of large amounts of equipment left 
over from the last war. Therefore, 
no great surge in orders is looked 
for from such sources though de- 
mand is building up from the 
Atomic Energy Commission and 
ECA. The outlook generally is for 
favorable business but not of huge 
dimensions. 

Among the prominent com- 
panies in this group are Babcock & 
Wilcox, Chicago Pneumatic Tool, 
Fairbanks Morse, Foster Wheeler, 
Ingersoll-Rand and Link Belt. To 
these should be added the two steel 
equipment manufacturing com- 
panies, Mesta Machine and United 
Engineering & Foundry. Of the 
companies mentioned here, those 
standing out with a good record of 
earnings and dividends for vears 
are the four following: Babcock 
& Wilcox, Ingersoll-Rand, Mesta 
Machine and United Engineering. 
These companies, unlike many 
others in the machinery field, have 
achieved a comparatively impres- 
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sive degree of stability. This is a 
noteworthy achievement in an in- 
dustry characterized by violent 
swings between prosperity to de- 
pression, and qualifies them for a 
semi-investment rating. 

In the machine tool industry 
which is approaching maximum 
production and will hold this level 
for at least another year, the 
major companies are showing 
sizeable increases in net income 
though at a rate lower than would 
have been the case were it not for 
EPT impacts. However, examina- 
tion of our table will show that 
this group is doing better than 
most of the others in the ma- 
chinery field. The principal com- 
panies in this field are: Bullard, 
Cincinnati Milling Machine, Mon- 
arch Machine Tool, National 
Acme, Niles-Bement-Pond and 
Van Norman Company. Of these 
issues, Cincinnati Milling seems 
the most attractive based on steadi- 
ness of earnings in a generally 
volatile industry, and also on a 
favorable financial position, with 
current assets five times current 
liabilities. 

It must be remembered that the 

(Please turn to page 688) 
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The Reversal in Gold 
Movements 





(Continued from page 659) 


much the same way as we bid for 
foreign raw materials and mer- 
chandise. Many people thought 
that the output of consumer dur- 
able goods would be quickly af- 
fected by our defense production 
activities. Others were simply dis- 
trustful of the dollar, and hence 
proceeded to spend it as soon as 
they earned it. 

This phase of the post-Korean 
buying is now over. Latin Ameri- 
cans, for example, are no longer 
buying just anything. Much as 
our own businessmen, they have 
become very cautious in their new 
ordering. Many dealers in Mexico 
and Cuba appear to be stuck with 
automobiles, household appliances 
and other consumer durable 
goods, either because of credit re- 
strictions (quite severe in Mexico) 
or simply because a lot of pur- 
chasing power has evaporated 
with the decline of raw material 
prices. 

In more recent months, exports 
seem to have been bolstered by 
heavy buying of all kinds of our 
goods, ranging from cotton to 
irrigation pumps, reflecting a 
high level of business activity 
abroad and, of course, rearma- 
ment activities. In the last few 
months, Canadian purchases in 
this country have been running 
at an annual rate of some $3.0 
billion, or almost $1 billion more 
than before Korea. Latin Ameri- 
can purchases at a rate of about 
$3.5 billion a year during the 
second quarter were also about 
$1 billion larger (annual rate) 
than before Korea. The exports 
to Western Europe, reflecting an 
increase in shipments under the 
Mutual Defense Assistance Pro- 
gram, are at least $1.5 billion 
(annual rate) larger than before 
Korea. 

As a result of this expansion 
in our exports which is still go- 
ing on, the deficit in our interna- 
tional payments during the first 
nine months of the Korean cam- 
paign probably changed into a 
small surplus during the second 
quarter of 1951. This surplus has 
apparently grown larger during 
the current third quarter. 

What about the future? Ob- 
viously we are entering a phase 
of the defense economy in which 
our trade relationships with for- 
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eign countries will be no longer 
characterized first by a run on 
available goods and then an al- 
most equally abrupt stoppage of 
purchases while inventories are 
being worked off. Does the return 
to more or less pre-Korean trade 
relationships—except in respect to 
non-ferrous metals, steel, and 
military equipment—mean a re- 
emergence of the dollar shortage 
problem? 

As always, the situation is 
likely to differ from continent to 
continent and from country to 
country. Take Continental West- 
ern Europe, for example. In the 
past two years, ECA aid from the 
United States (plus the condi- 
tional sterling credits to EPU) 
were sufficient to offset the trade 
deficit and permit substantial ad- 
dition of gold and dollars to West- 
ern European reserves. Although 
these countries will receive con- 
siderable assistance for defense 
under the MDAP Program, ECA 
aid will be cut sharply. 


Not Enough Export Goods 


Moreover, despite a great ex- 
pansion of their productive activi- 
ties, the countries of Western 
Europe apparently will not have 
enough goods for export to pay 
for (1) the additional cost of 
their imports, (2) increased raw 
material requirements needed in 
their defense programs, and (3) 
greater imports of food stuffs and 
consumer goods to satisfy the 
mounting purchasing power of 
their populace. At any rate, these 
countries are bound to need our 
assistance. in overcoming the 
bottlenecks in their steel and coal 
production. 

As a matter of fact, our coal 
exports, already at a high level, 
are expected to set new post-war 
records. It is estimated that the 
tonnage likely to be exported this 
year will be about twice as large 
as in 1950, when some 26 million 
tons of coal were shipped abroad. 
With the second largest U.S. cot- 
ton crop on record to be har- 
vested, European purchases of 
our cotton, abnormally low dur- 
ing the past season, are also 
bound to increase. 

All this is likely to mean that 
during the coming months West- 
ern European nations will be dip- 
ping into their reserves of gold 
and dollars either to pay for in- 
creased imports from the United 
States or from countries produc- 
ing raw material and foodstuff 
surpluses. As will be seen from 
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the second table, these reserves 
are roughly $500 million larger 
than they were prior to Septem- 
ber 1949 devaluations, but none 
too comfortable, with the excep- 
tion of Switzerland and Belgium. 
There was already a considerable 
decline in Italian and Dutch dol- 
lar holdings. It may be mentioned 
in this connection that the free 
market for French francs, Italian 
lire, and Dutch guilders is cur- 
rently near the lowest points 
recorded since September 1949. 

The deficit in our trade with 
Latin America of nearly $400 
million from July 1950 to March 
1951, changed into an export sur- 
plus of about $80 million during 
the second quarter of 1951. It re- 
mains to be seen, however, to 
what extent Latin America will 
draw on its gold and dollar re- 
serves, which as of last June stood 
at around $3.6 billion, about $800 
million up from September 1949. 
Considering the price changes, 
the volume of our imports from 
Latin America is now actually be- 
low the pre-Korean level and is 
unlikely to drop much more. On 
the other hand, our exports of 
non-essentials and consumer 
goods to Latin America will prob- 
ably fall off in view of large in- 
ventories there. However, our 
exports of machinery, tools, in- 
dustrial raw materials (steel) 
and chemicals should increase, 
particularly as some of these 
items are likely to be unobtain- 
able in Europe. 

However, Great Britain, which 
is faced with a serious deteriora- 
tion of her balance of payments as 
a consequence of a rise in prices 
and stepped-up defense expendi- 
tures, wants the overseas sterling 
area countries to use the dollar 
and gold reserves cautiously. 
Doubtless Chancellor Gaitskell is 
urging patience and cooperation 
at the Washington Conference of 
the Commonwealth Financial 
Ministers. Adds the London Fi- 
nancial Times: “Britain could 
hardly accept an assessment based 
on its relatively favorable eco- 
past.” 

With or without heavy orders 
from the overseas sterling area 
countries, the immediate pros- 
pects point to maintenance of our 
exports around the present level 
of about $16 billion a year. If this 
rate is maintained, the year 1951 
is likely to be our best export 
year. The record year thus far 
was 1947, during which $15.3 bil- 
lion of American goods were ex- 
ported. 
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varied manufacture! 


..ethe mineral, agricultural and 
forest sources of plastics. Here is 
a plentiful supply of water, free 
of impurities .. .intelligent, loyal, 
American-born industrial and 
agricultural labor . . . fast, con- 
venient transportation to 
domestic and foreign markets. 


In short, here is a frontier that 
calls urgently to those who would 
make the most of America’s 
rapidly expanding horizons. 
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Compressed in this one section of our country 
is a vast store of natural wealth—all the needs of 


Here are the basic requirements of the chemical and 
steel industries ...the minerals for light metals 
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The New Boom In 
Machine Tools 





(Continued from page 669) 


reality, a composite of many dif- 
ferent trades manufacturing a 
very considerable variety of prod- 
ucts which are quite dissimilar in 
nature and use. Most companies in 
this field are not large, many in 
fact are medium- or small-sized. 
Aside from several miscellane- 
ous classifications there are four 
main branches: 1) power-generat- 
ing machinery, 2) construction 
and conveying machinery, 3) well- 
digging and pumping equipment, 
and 4) power-driven metal work- 
ing machinery. There is another 
small but highly important group, 
that makes steel mill equipment. 
From the investor’s point of view, 
it is more convenient to think of 
these groups as being manufac- 
turers either of heavy industrial 
machinery or of machine tools, the 
other subdivisions falling more or 
less into these two classifications. 
_ The heavy machinery business 
Is now enjoying a boom but the 
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outlook is that demand will not ap- 


proach the feverish proportions of 
World War II. Defense and semi- 
defense demands for this type of 
equipment are held down because 
the military are still in possession 
of large amounts of equipment left 
over from the last war. Therefore, 
no great surge in orders is looked 
for from such sources though de- 
mand is building up from the 
Atomic Energy Commission and 
ECA. The outlook generally is for 
favorable business but not of huge 
dimensions. 

Among the prominent com- 
panies in this group are Babcock & 
Wilcox, Chicago Pneumatic Tool, 
Fairbanks Morse, Foster Wheeler, 
Ingersoll-Rand and Link Belt. To 
these should be added the two steel 
equipment manufacturing com- 
panies, Mesta Machine and United 
Engineering & Foundry. Of the 
companies mentioned here, those 
standing out with a good record of 
earnings and dividends for vears 
are the four following: Babcock 
& Wilcox, Ingersoll-Rand, Mesta 
Machine and United Engineering. 
These companies, unlike many 
others in the machinery field, have 
achieved a comparatively impres- 
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sive degree of stability. This is a 
noteworthy achievement in an in- 
dustry characterized by violent 
swings between prosperity to de- 
pression, and qualifies them for a 
semi-investment rating. 

In the machine tool industry 
which is approaching maximum 
production and will hold this level 
for at least another year, the 
major companies are showing 
sizeable increases in net income 
though at a rate lower than would 
have been the case were it not for 
EPT impacts. However, examina- 
tion of our table will show that 
this group is doing better than 
most of the others in the ma- 
chinery field. The principal com- 
panies in this field are: Bullard, 
Cincinnati Milling Machine, Mon- 
arch Machine Tool, National 
Acme, Niles-Bement-Pond and 
Van Norman Company. Of these 
issues, Cincinnati Milling seems 
the most attractive based on steadi- 
ness of earnings in a generally 
volatile industry, and also on a 
favorable financial position, with 
current assets five times current 
liabilities. 

It must be remembered that the 

(Please turn to page 688) 
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Get BABSON’S views 
on this timely sub- 
ject. No cost or 
obligation. 


Investors across the coun- 
try today are asking—‘How 
can I get more income from my 
securities without sacrificing 
safety?” 


Babson’s Reports, the old- 
est investment advisory service 
in its field, is continually spend- 
ing thousands of dollars on re- 
search to find the answers to 
this and other important invest- 
ment questions. 


If you need extra income to 
meet the rising cost of living, 
write to Babson’s Reports to- 
day. Without cost or obliga- 
tion we will outline for you our 
views on how we get 5% to 6% 
income with safety for our 
clients. 


This valuable information 
is absolutely free and is being 
offered to investors to acquaint 
them with Babson’s Reports in- 
vestment advisory service. Mail 
this ad along with any personal 
investment facts you may care 
to give. 


Write Dept. M-101 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 











machine tool group is speculative 
and subject to wide market 
swings. Thus Niles-Bement-Pond 
sold as low as 93 last year against 
a current price of about 19. Na- 
tional Acme, despite a good earn- 
ings record in recent years, fluc- 
tuated from a low of 23 last year 
to a high of 355% in 1951, the cur- 
rent price. 

Of the miscellaneous machinery 
group, substantial increases in net 
income are expected for the fol- 
lowing: American Machine & 
Foundry, Bucyrus-Erie, Fair- 
banks, Morse, Greenfield Tap & 
Die and Joy Manufacturing. These 


stocks have recently attracted at- 
tention with publication of their 
first half-year reports, and indica- 
tions are that, despite the inroads 
of higher taxes, they will end the 
current year with net income in 
excess of last year. The position of 
Joy Manufacturing is especially 
interesting because of its close re- 
lationship to the coal industry 
which takes about 65% of the 
company’s output. The coal indus- 
try to to-day going through a revo- 
lutionary process of mechaniza- 
tion. In 1948, the company intro- 
duced a continuous mining ma- 
chine which has found an impor- 
tant market among the coal com- 
panies, and will benefit strongly 
from the fundamental need of the 
coal industry for machinery of 
this type. 

The two steel equipment com- 
panies, Mesta and United Engi- 
neering, merit attention. Plans of 
the Office of Defense Mobilization 
call for building up steel capacity 
to 117 million tons by early 1953, 
from currently about 106 million 
tons. This means capacity opera- 
tions for the two steel engineering 
firms which make practically all 
the equipment in use in this coun- 
try and, to a very large extent, 
abroad. 


Both companies have long rec- 
ords of achievement and are run 
by exceptionally capable manage- 
ments. Mesta Machine, for which 
earnings for the first half of 1951, 
are not yet available, has shown 
remarkable steadiness of earn- 
ings, its record being $5.03 per 
share in 1948, $5.30 in 1949 and 
$5.60 in 1950. The company has 
been identified in recent years es- 
pecially with the construction and 
erection of continuous rolling 
mills for production of sheet and 
strip steel. Modernization of meth- 
ods of steel production has re- 
sulted in increasing demand for 
these products from all the large 
steel corporations. 


United Engineering & Foundry 
has similarly exhibited remark- 
ably steady earnings at high levels 
during recent years with the fol- 
lowing record: $6.08 per share in 
1948, $6.83 in 1949 and $6.39 in 
1950. Earnings for the first half 
of 1951 showed a decline, due to 
higher taxes. The company’s prod- 
ucts are more diversified than 
Mesta’s, consisting not only of 
heavy equipment for the steel in- 
dustry but also of. specialized 
equipment for the paper, rubber 
and plastics industries, to mention 
but a few. 
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From the investment stand. 
point, it must be considered that 
with very few exceptions, such as 
those mentioned previously, stocks 
in the machinery group are ex. 
tremely speculative and are nor- 
mally to be avoided by those who 


require a degree of stability inf 


their investment portfolios. It is 
true that the present situation is 
favorable and that conditions in 
the industry are likely to continue 
this way for at least another year. 
However, the group has gone a 
long way toward discounting this, 
One should, of course, add that 
most companies in the field are 
liberal with dividends in good pe- 
riods, and it is to be expected that 
last year’s substantial rates will 
be exceeded this year. 





Six Stocks Behind 
The Market 





(Continued from page 657) 


the stock has shown no weakness, 
illustrating the confidence of in- 
vestors in the longer-range future. 

United Aircraft has sold in a 
comparatively restricted range 
since the beginning of this year 
with a high of 3414 and a low 
of 265%, adjusted for the 20% 
stock dividend paid earlier this 
year, and is now selling at about 
32. Normally one might consider 
that this price about adequately 
discounts indicated 1951 earnings 
of about $4 a share, except that 
it does not take into account the 
enormous volume of orders and 
equivalent rise in sales and de- 
liveries which will probably con- 
tinue until the end of 1953, at 
least, based on the Government’s 
program for aircraft expansion. 
Even thereafter, fairly heavy air- 
craft business is bound to con- 
tinue. At the end of June ,United 
Aircraft’s order backlog was $1,- 
185 million compared with $310 
million a year ago, and at the 
present rate of increase, will 
reach $1,500 million within a few 
months. 

United Airgraft’s earnings have 
been mounting steadily in the past 
few months. Despite handieaps in 
re-tooling and material shortages, 
earnings after the 20% _ stock 
dividend rose to $3.74 a share in 
1950 against $2.68 in 1947. Dur- 
ing World War II, earnings aver- 
aged $4.78 a share and it is more 
than likely that such earnings 
will be reached during the next 
two or three years, as incoming 
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business is now beginning to 
reach World War II figures. 
The company is still faced with 
re-tooling problems and the short- 
age of aluminum, caused by the 
T-weeks strike at Aluminum Co. 
of America’s Cleveland plant, and 
it will take a few months longer 
before full operations can be at- 
tained. However, these problems 
are in process of being solved. 
United Aircraft stock has natur- 
ally been held back by these cir- 
cumstances but seems bound to 
reflect the definite prospects for 
higher earnings over the longer- 
range period ahead. On an indi- 
cated dividend of $2 a share, the 
yield is somewhat better than 6%. 





Is The Boom Tapering Off 
in the Paper Industry? 
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axe Of years past, there now 
looms the spectre of a shortage 
of pulpwood. Also, defense de- 
mands on the chemical industry 
have created a tight supply in 
chemicals required for the paper- 
making process. One of the most 
important ingredients in paper 
manufacture is sulphur and since 
this has countless industrial uses, 
the pressure on sulphur creates a 
problem of no mean proportions. 

Since they are planning well 
beyond the current emergency 
period, officials of the paper in- 
dustry want to avoid over-expan- 
sion of production capacity. It’s 
pretty clear that should the in- 
dustry be able to reach the point 
where all customers could be 
taken care of at all times, de- 
fense requirements notwithstand- 
ing, there would then exist excess 
capacity in “normal” times. This 
condition would probably result 
In intense competition and an un- 
stable price structure, both of 
which the industry would like to 
prevent. 

About twice as much paper is 
made today as compared to eleven 
years ago but this still isn’t 
enough to fill all demands imme- 
diately. However, the industry 
views the desirable need for ex- 
pansion from the standpoint of 
per capita use. In 1939, per capita 
consumption amounted to 243.7 
pounds. This advanced to 331.9 
pounds in 1949 and is now esti- 
mated at 381 pounds per person. 
Paper men do not feel that per 
capita consumption can rise very 
greatly beyond this point and 
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therefore argue that their expan- 
sion should only keep pace with 
the increase in population. This 
is a fairly conservative approach 
to a vital problem but also a 
realistic one in the light of past 
experience. Doubtless it also takes 
into consideration the industry’s 
normal growth factor stemming 
from constant widening of the use 
of paper and paper products. 

Of course, the moderate expan- 
sion contemplated for the current 
year does not mean that every 
division of the industry will in- 
crease its facilities proportion- 
ately, particularly since different 
companies concentrate on varying 
products. As an example, the 
only major manufacturers spe- 
cializing in only one type of paper 
are Scott Paper and A. P. W. 
Paper, both of which concentrate 
on tissues and absorbent papers. 
On the other hand, the giant In- 
ternational Paper Company pro- 
duces ten different major items 
including woodpulp, newsprint, 
bags and wrapping papers, paper- 
board, fibre containers, rotogra- 
vure papers, magazine and book 
papers, bond and ledger papers, 
tissue and absorbent papers, and 
paper specialties. Thus, defense 
needs and public demand affect 
each paper firm in a different 
manner. 

Newsprint is a good example of 
this. Important newsprint produ- 
cers include Crown Zellerbach, 
Great Northern Paper, Interna- 
tional Paper, Minnesota & On- 
tario Paper and St. Regis Paper. 
Quite contrary to the ’Thirties, 
when there was a newsprint glut, 
there has been a shortage since 
World War II. The American 
newspaper industry not only ab- 
sorbs the domestic supply but de- 
pends vitally on foreign sources, 
notably Canadian, most of which 
it has contracted for, so that ten 
nations have complained that 
they’re not able to get sufficient 
newsprint. These countries claim 
that the situation is so serious 
that world allocations of supplies 
are the only answer and they have 
appealed to the International Ma- 
terials Conference for the draft- 
ing of such a plan. Of course, the 
only way the newsprint supply 
can be shared is by reducing the 
American supply. Newsprint pri- 
ces have been as low as $35 per 
ton in the long past but now, after 
being boosted three times this 
year, they stand around $116 to 
$117 per ton. Any sharing of 

(Please turn to page 690) 
























Carbon Blacks of quality 
— such are UNITED 
BLACKS. Dependable in 
performance, UNITED 
BLACKS are the result 
of exacting research, ex- 
pert and ingenious proc- 
esses of manufacturing. 
UNITED CARBON 
COMPANY is the pro- 
ducer of both channel and 
furnace blacks, which 
meet the most rigid re- 
quirements in the rubber, 
paint, paper and ink in- 
dustries. 


UNITED BLACKS ARE AVAIL- 
ABLE THE WORLD OVER 





In Canada: 
Canadian Industries, Ltd. 








Rovan TyPewRirer 
ComPANny, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending October 31, 1951, has been 

declared payable October 15, 1951 

on the outstanding preferred stock 

of the Company to holders of pre- 
ferred stock of record at the ciose 

of business on September 28, 

1951. 


A dividend of 50¢ per share has 
been declared payable October 
15, 1951, on the outstanding com- 
mon stock of the Company, of the 
par value of $1.00 per share, to 
holders of common stock of record 
at the close of business on Sep- 
tember 28, 1951. 


D. H. COLLINS 
Secretary 


—- RIVAL —— 


LOEW'S INCORPORATED 


MGM PICTURES - THEATRES - MGM RECORDS 
September 5, 1951 
3) The Board of Directors has declared 
a quarterly dividend of 374c per 
share on the outstanding Common 


September 12, 











~ 


Stock of the Company, payable on 
September 29, 1951, to stockholders of record 
at the close of business on September 14, 1951. 


Checks will be mailed. 
CHARLES C. MOSKOWITZ 
Vice Pres. & Treasurer 
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NOW-—Protect your business, your family, 
a savings, from “tax lightning”! 


IN —s 


TODAY J. K. LASSER’s HANDBOOK 


What You Should Know about 
ESTATE and GIFT TAXES 


Essential for property owners, businessmen, 
accountants, lawyers, insurance agents, etc. 
Send check or money order 
(only $2.95 postpaid), or order C.O.D. from: 
HENRY HOLT & CO., Dept. 69 
257 Fourth Ave., New York 10, N. Y. 
For distribution to clients, 
write for quantity discounts. 
GUARANTEE: Return in 10 days for full refund 

if not completely satisfied. 








THE ELECTRIC STORAGE BATTERY 
COMPANY 


204th Consecutive 
Quarterly Dividend 


The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable Sep- 
tember 29, 1951, to stockholders of 
record at the close of business on Sep- 
tember 17, 1951.Checks will be mailed. 


H. C. ALLAN, 


Secretary and Treasurer 
Philadelphia, September 7, 1951 
19 SER SS) Am RR ere 

















The Paper Industry 
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world newsprint supplies may 
mean still higher prices eventual- 
ly, and for those American pro- 
ducers of newsprint, the tighten- 
ing supply cannot help but be 
reflected in larger profits sooner 
or later. 


Price Increases 


The tight supply problem for 
paper products as a whole fath- 
ered general price increases dur- 
ing 1950 but these were not fully 
reflected in industry profits until 
the first half of this year. The 
accompanying table shows that in 
the majority of cases, earnings 
for the first six months are run- 
ning at rates which would place 
full-year earnings markedly over 
1950’s results. However, in the 
latter part of the first half, net 
profit margins began to shade 
downward slightly in reflection of 
wage increases and higher ma- 
terial costs which could not be 
passed along to consumers be- 
cause of the prevailing ceiling 
price regulations. Nonetheless, all 
things considered, net margins 
have been well maintained and 





earnings were good for this year’s 
first half. 

The remaining months of 1951, 
however, are another matter. The 
tax hike now being considered 
would make it difficult for many 
paper companies to duplicate 
1950’s results, even taking into 
account the favorable first half, 
especially since there exists the 
possibility that the tax increases 
might be retroactive to the begin- 
ning of the year. On the other 
hand, the industry has a relatively 
favorable EPT position which 
may ameliorate tax impacts on 
that score. 

At current prices indicated in 
the appended table, the average 
paper stock is selling near the 
year’s high or about 25 per cent 
above the 1951 lows. Even so, this 
is hardly an exaggerated market 
appraisal in terms of price-earn- 
ings ratios and prospective profit 
potentials, though on a yield 
basis, many shares appear ade- 
quately valued, some commanding 
a distinct premium for their 
growth factor. In capitalizing pa- 
per company earnings, the mar- 
ket is doubtless aware that profits 
can hardly be lifted much more, 
in the majority of cases, under 
prospective tax conditions, and 
there are always imponderabili- 
ties in cost factors, demand 
trends etc. that cannot be fully 
evaluated. 


Recent Market Action 


The trend of retail trade, for 
instance, has a direct bearing on 
paper sales and because of re- 
cently lagging retail sales and 
rising paper inventories, paper 
stocks have been lagging some- 
what behind the general market 
of late. This may be a temporary 
condition but it has to be taken 
into account in investment con- 
siderations. On the other hand 
newsprint concerns, because of 
the special conditions prevailing 
in their field, should realize large 
and very satisfactory profits this 
year and beyond, despite higher 
taxes. 

This illustrates the fact that as 
in all big industries, prospects are 
not always identical for all com- 
ponents even though these may 
be subject to the larger factors 
affecting the industry in general. 
In the paper field particularly, 
this calls for individual rather 
than general appraisal. Container 
makers and manufacturers of pa- 
per specialties should benefit from 
a long term growth trend which 
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particularly in the case of the 
latter finds reflection is a relative- 
ly moderate yield under today’s 
market conditions. 


But by and large, paper com- 
panies will have a good year and 
face fairly bright prospect from 
an earnings standpoint. More- 
over, the normally volative char- 
acter of their business is pres- 
ently minimized by indications of 
high and fairly stable demand in 
the foreseeable future, and over 
the longer term by a sensible ap- 
proach to the problem of capacity 
expansion. It is questionable 
whether the extreme peaks and 
valleys of the past will be seen 
again in the future, a prospect 
that tends to enhance the stature 
of the equities of leading paper 
concerns. 





New Market Leaders 
In The Making 
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post-defense civilian-goods vac- 
uum to be filled. We aim to have 
enough of both guns and butter 
within not more than another two 
to three years. We may have more 
guns than we need within a 
shorter time than many now ima- 
gine, barring global war; and at 
whatever time we reach that point 
we will have over-capacity in 
civilian, as well as arms, indus- 
tries, implying basic pressure on 
manufacturing profit margins. 
We conclude that the market as 
a whole is fairly high, but not 
extremely so. This does not rule 
out further advance; and it ob- 
viously does not rule out a cor- 
rective sell-off, whether soon or 
some weeks hence. That and for- 
eign uncertainties justify main- 
tenance of substantial reserve 
buying power. Otherwise, at this 
higher market level, selective 
portfolio adjustments are even 
more in order than heretofore. 
The investor may think in terms 
of “the averages”, but he must 
act in terms of stock groups and 
individual issues therein. When 
it comes down to that, some are 
very high, measured in prevailing 
dividend yield and on the best 
possible earnings for an extended 
time to come; others less so. 
Where particularly large profits 
exist, as is so in such advanced 


groups as chemicals, drugs, oils, 


paper, tires and others, we recom- 
mend cashing a goodly portion of 
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them—preferably enough to write 
off the cost of the original invest- 
ment. You cannot lose any of the 
original capital after that adjust- 
ment, and you still retain a posi- 
tion on which there can be addi- 
tional profit if the already high 
stocks advance still further. The 
proceeds of such sales should be 
held available for later buying op- 
portunities to be cited elsewhere 
in our pages as such opportuni- 
ties develop. 

—Monday, September 17 









Super Boom in Aircrafts 
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might expect to receive in this 
company’s operations over the 
near term. 

In the case of Douglas, which 
has commercial orders running 
into the millions, there may be 
slightly greater reason for visual- 
izing substantial non-renegotiable 
profits that would assure stability 
of dividends. Although commer- 
cial orders probably represent no 
more than 10 per cent of the total 
backlog approximating $1,150 
million, or about $960 a share, it 
would seem reasonable to count 
on sufficient earnings from civil- 
ian customers to assure results 
comparing favorably with an av- 
erage of more than $5 a share in 
recent years. Unfilled orders of 
both of these companies have ex- 
panded almost four-fold since the 
Korean incident. 

Pressure for even greater ex- 
penditures on aircraft received 
impetus recently from secret tes- 
timony before a Senate subcom- 
mittee considering defense appro- 
priations. Military experts out- 
lined at this hearing requirements 
for greatly enlarged air power to 
deliver “fantastic new secret wea- 
pons” described by officials as 
“even more startling than germ 
warfare.” Although no light was 
shed on probable types of planes 
needed in this development, it was 
suggested that they might be ex- 
ceptionally fast cargo carriers. In 
any event, the subcommittee re- 
commended earmarking an addi- 
tional $5,000 million for this pro- 
ject. 

Announcement of this program 
appears to constitute a prelimin- 
ary phase of the Defense Depart- 
ment’s “reappraisal of the world 
Situation” scheduled for formal 
release in October. The Pentagon 
ls expected to indicate in the next 
few weeks in considerable detail 
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what is needed to meet full re- 
quirements. Washington commen- 
tators expect to see air power em- 
phasized in this report. 

Thus even though no one knows 
exactly what representative man- 
ufacturers are likely to achieve in 
the way of earnings, these could 
be substantial and investors may 
view shares of leading aircraft 
companies more favorably in the 
light of prospective expansion. 
The need for greatly enlarged ex- 
penditures is appreciated if one 
considers rising costs of modern 
planes. Ten years ago, for exam- 
ple, our largest bomber, the Boe- 
ing B-17, is believed to have cost 
the Government quite a little less 
than $200,000. But military re- 
quirements dictated greater speed 
and a larger craft, so that the B-29 
which came into use toward the 
end of World War II probably cost 
close to $650,000 each. Now the 
Air Force depends primarily on 
the super-bomber B-36 capable of 
carrying huge loads for great dis- 
tances, and it is estimated this 
bomber costs as much as $3.5 mil- 
lion. But still more costly bombers 
are being readied for the military 
forces. The newest design costs 
about $6 million. 

Fighters have experienced even 
greater proportionate price hikes. 
North American Aviation’s P-51 
Mustang fighter, one of the popu- 
lar World War II planes, was pro- 
duced at approximately $26,700 
for the body of the plane, while 
today’s all-weather F-86 had a 
manufacturing cost early this 
year of about $179,300. Similarly, 
engineering and tooling costs have 
jumped ten to twenty times those 
prevailing at beginning of the re- 
cent war. Equipment costs also 
have skyrocketed in reflecting 
greater requirements as well as 
higher manufacturing skills. 
Bombing calculators used as stand- 
ard equipment in modern mili- 
tary craft are expensive—ranging 
in cost from $250,000 upward. 

Although no one knows, of 
course, to what extent our aircraft 
manufacturing facilities will be 
expanded and utilized over coming 
years, it is apparent that regard- 
less of what occurs in interna- 
tional affairs, there is little like- 
lihood of curtailing production of 
companies regularly engaged in 
producing airframes and engines. 
All indications point to a build-up 
in the Air Force to well over 100 
groups, which would require in 
normal times a steady replace- 

(Please turn to page 692) 
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Aregular quarterly dividend of 
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Cumulative Preferred Stock 
was declared, payable October 
1, 1951 to stockholders of 
record at the close of business 
on September 14, 1951. 


Common Stock 


A quarterly dividend of $0.20 
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record at the close of business 
on September 14, 1951. 
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closed. Checks will be mailed. 
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ment demand of several thousand 
planes annually. A group, or 
“wing,” is a unit of virtually iden- 
tical planes used for the same pur- 
pose—bombing, fighters used for 
ground support or other missions. 
A bomber wing usually consists 
of about 30 units, while a fighter 
group may require four score 
planes. Accordingly, an enlarge- 
ment of the Air Force to 150 
groups would mean the addition 
of many new planes, but the num- 
ber would depend on the composi- 
tion of various wings that might 
be designated. 

In the prospective expansion of 
our aerial fighting forces, virtu- 
ally all major factors in the in- 
dustry are likely to be offered 
contracts sufficient to keep manu- 
facturing facilities fully occupied. 
Many companies advise their 
stockholders periodically of the 
volume of business on hand even 
though considerable information 
as to types of orders is regarded 
as restricted information. On the 
basis of such reports, it is appar- 
ent that representative companies 
have backlogs that virtually as- 
sure capacity production well into 
1953 and probably longer. From 
this situation it might be assumed 
that the average company would 
experience a sharp improvement 
in earnings. 

In the aircraft industry, how- 
ever, earnings projections may 
prove difficult to fulfill because of 
unforeseen problems. Moreover, 
interim statements frequently are 
misleading in that profit margins 
are usually negligible in early 
stages of contracts and contem- 
plated profits usually are realized 
only toward completion of proj- 
ects. Accordingly, appraisals of 
aircraft stocks based on currently 
reported earnings and dividends 
are not always dependable, for 
profit trends may vary widely in 
a relatively short period of time. 

Even in the case of Douglas 
Aircraft Co., the leading producer 
of commercial planes, earnings 
scarcely could be regarded as 
stable. From a deficit of $1.79 a 
share in 1947 profits recovered in 
1948 to $4.86 a share, and in that 
same year the first quarter 
showed a profit of 2 cents a share, 
while the last quarter jumped to 
$3.24 a share. Projections of this 
year’s results are hazardous even 
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though it seems apparent that 
results for the first nine months 
ended August 31 may have ranged 
between $4.50 and $5.50 a share. 

Optimists are anticipating net 
profit in excess of the $6.01 a 
share reported for the fiscal year 
ended November 30. Firm un- 
filled orders as of July 1 totaled 
almost $786.8 million, of which 
about 14 per cent represented 
civilian business. In addition, 
letters of intent had been received 
calling for military planes and 
the consolidated backlog was es- 
timated to have approximated 
$1,150 million. If deliveries meet 
present schedules, it is estimated 
that sales in the year about to 
= may approximate $250 mil- 
ion. 


Development Costs 


The restrictive effect on earn- 
ings of development costs in the 
early stages of military contracts 
is illustrated in the case of Boeing, 
which reported net profit for the 
first six months of 1951 at $2.85 
a share, compared with $5.51 in 
the corresponding period of 1950. 
Results in the June quarter a 
year ago jumped to $4.23 a share 
in reflecting large deliveries, while 
this year earnings amounted to 
only $1.82 a share for the same 
three months. 

In the absence of official infor- 
mation on recent deliveries, it is 
difficult to project earnings for 
Consolidated Vultee Aircraft, 
which has experienced an encour- 
aging recovery in the last two or 
three years. Net profit for the 
nine- months ended August 31 
may have ranged above the $2.40 
a share reported for the corre- 
sponding period of 1950, and in- 
dications point to sales for the 
year exceeding the 1950 total of 
almost $256 million. Such a show- 
ing might raise hope of earnings 
comparing favorably with last 
year’s $4.36 a share. Management 
has indicated its intention of 
maintaining a regular 35-cent 
quarterly dividend. 


With pressure being brought to 
bear in Washington to speed the 
Navy’s air defense program, 
Grumman Aircraft Engineering 
stands to benefit from increased 
volume, for this company has been 
an important supplier of naval 
planes. Sales increased about 64 
per cent in the first quarter and 
may range as much as 100 per 
cent greater for the full year as 
shipments gain momentum. Vol- 
ume in 1950 came to about $102 
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million. Unfilled orders, including 
military business authorized by 
letters of intent, approximated 
$700 million at last reports. As 
the company is regarded as one 
of the most efficient in the in- 
dustry, with costs as low as any 
known, profit margins are ex- 
pected to prove satisfactory. 
Although interim results may 
suggest some decline in 1951 re. 
sults, as compared with $3.12 a 
share for 1950, an acceleration of 


deliveries may lift net profit for f 


the year to more than $3 a share 
and raise hope of dividend dis- 
tributions for the year to more 
than the $2 a share paid in 1950, 
Management has not established a 
dividend pattern, so that esti- 
mates in this respect are hazard- 
ous, but it is generally expected 


that another payment for the sec- f 


ond half of the year will be ap- 
proved. 

As one of the largest and most 
diversified of aircraft suppliers, 
United Aircraft promises to fare 
well in the armament program. 
(See also discussion elsewhere in 
this issue). Aside from the Pratt 
& Whitney division which pro- 
duces a variety of reciprocating 
engines for commercial and mili- 
tary aircraft, this company is a 
leading maker of propellers and 
its Sikorsky division is one of the 
important manufacturers of heli- 
copters, while its Chance-Vought 
division supplies the Navy with 
fighter planes. 

A major expansion points to 
greatly enlarged sales, which may 
approximate $400 million for the 
year. Net profit for the first six 
months came to $1.77 a share, 
compared with $1.82 for the cor- 
responding period of 1950, and 
full year’s results are expected to 
compare favorably with the $3.73 
a share of 1950. Ample coverage 
should be provided for the $2 
annual dividend, and it would be 
reasonable to look forward to 
another modest stock dividend in 
the next year or two if a high 
rate of operations continues well 
into 1952. 
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bulk of earnings and paying fre- 
quent stock dividends, which are 
non-taxable, and only a modest 
cash dividend. The pending furth- 
er boost in income taxes figures to 
make investment preferences for 
(Please turn to page 694) 
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this stock even stronger. The plow- 
back and stock dividend policy 
provides the most nearly fool- 
proof formula for long-term cap- 
ital gain that is available in the 
stock market. Selling around 82 
now, on estimated 1951 net of 
around $6.50 a share, and yielding 
only a little over 1.214 on the $1 
cash dividend, Sun looks high, as 
superficially compared with many 
other oil stocks. But here is the 
proof of the pudding: if you had 
bought 100 shares of Sun at its 
1929 high, your investment would 
have been $1,875; you would now 
have about 450 shares, as a result 
of 17 stock dividends, ranging 
from 3% to 16%, and of one six- 
for-five split ; and the market value 
would be $36,900, an appreciation 
of more than 1,860%. No other 
major oil stock has equalled that 
record. Incidentally, the modest $1 
dividend, applied to the hypothet- 
ical 1929 investment cited, would 
be providing a current yield of 
more than 23%. Sun will no doubt 
pay another stock dividend, per- 
haps 10% more, this year. In seven 
years 1944-1950 there were six 
stock payments of 10% each, plus 
the 1947 six-for-five split. 





Non-Ferrous Metals 





(Continued from page 670) 


At this writing labor strikes 
are butting their heads against 
the Taft-Hartley Law and in the 
long-run labor costs may be 
pushed up. Nevertheless, the 
higher cost pattern for the indus- 
try would probably only be used 
as a potent argument for in- 
creased céiling prices and these 
arguments would be supported by 
the mute evidence of declining 
imports and higher world market 
prices. It doesn’t look as though 
the Government can hold out in- 
definitely on action to increase 
domestic ceiling prices and this 
may readily balance out higher 
cost items such as rising taxes and 
wages. 

Current problems revolve par- 
ticularly around the copper sup- 
ply, tightest of all. Domestic pro- 
duction of copper from mines and 
scrap has run about 88,000 tons 
monthly so far and at that rate 
this year’s copper supply would 
amount to about 1,056,000 tons or 






694 


1,688 tons less than last year’s 
production of 1,057,688 tons from 
the same sources. This evident 
lack in production expansion is 
made even worse by the fact that 
imports are off sharply, in the 
first half of this year totaling only 
246,108 tons, a drop of 24.9 per 
cent from last year. 

The already bad supply situa- 
tion is worsened by the fact that 
a minimum of 10,000 tons of pro- 
duction has been lost as a result 
of a strike at the Garfield Smelter 
and additionally three days pro- 
duction had already been lost be- 
fore President Truman invoked 
the Taft-Hartley Law in the Ken- 
necott strike. The supply situation 
has become so acute that the Gov- 
ernment has authorized the re- 
lease of up to 25,000 tons of cop- 
per from its stockpile in order to 
make up for strike losses. Some 
10,000 tons has already gone to 
industry to help alleviate the situ- 
ation but all copper so released 
must be replaced in the stockpile 
by June 30, 1952, unless it is 
deemed contrary to defense inter- 
ests. Thus the copper supply situa- 
tion has deteriorated considerably 
as a result of irresponsible strikes. 

This acute copper supply situa- 
tion has occurred in the face of a 
demand which some quarters of 
the industry describe as “‘fantas- 
tic.” Up to this point, defense cop- 
per requirements have absorbed 
only about 12 per cent of available 
supplies but as the tempo of de- 
fense will be stepped up, defense 
demand will absorb about 20% of 
the supplies by the end of the year. 
At the 20% defense-allocated level 
plus about 10,000 tons shipped per 
month to the stockpile, it is esti- 
mated that roughly 82,000 tons of 
copper will remain for civilian use 
and this is well below the monthly 
consumption average of the post- 
World War II years. 

In times of a free economy, 
tight supply in the face of huge 
demand would automatically find 
reflection in rising prices. How- 
ever, copper prices are frozen at 
$0.2414 per pound while foreign 
copper prices have ranged upward 
te $0.40 per pound. This inequit- 
able situation was recognized in a 
semi-official way when the State 
Department recently granted 
Chile 3 cents more per pound, 
bringing the delivered price to 
$0.2714 per pound. However, to 
this date, the Office of Price Sta- 
bilization remains adamant, hold- 
ing the domestic sales price to 
$0.2414 per pound. It does not ap- 








pear reasonable that the OPS can 
long continue this stand because 
of the Chilean exception and also 
due to the fact that the United 
States is currently participating 
in the International Materials 
Conference under which, among 
other things, agreement is sought 
on international copper alloca- 
tions. This would be attempted by 
the establishment of ceiling and 
floor prices for copper in the 
world market and it is highly 
probable that the foreign pro- 
ducers will not accede to the low 
U. S. ceiling. Thus, the copper pic- 
ture points to profits limited 
only by the ability to produce, 
combined with possible higher 
selling prices, a relatively shel- 
tered tax position, and a rising 
cost structure on the other hand. 
The copper industry will prob- 
ably make a limited degree of 
progress in increasing production 
but it will only be a “drop in the 
bucket” when compared to soar- 
ing demand for the red metal. 
Sales are set to make a new in- 
dustry record and net profit mar- 
gins, on the whole, should hold 
their own or increase. Generous 
extra dividends will be the pattern 
throughout the industry. As earn- 
ings rise, further market appre- 
ciation for the copper stocks is a 
distinct possibility. The continued 
holding of good grade copper 
shares appears advisable and for 
those speculatively inclined, the 
lower grade issues offer good ap- 
preciation possibilities. 


The Lead Situation 


The acute problems of the cop- 
per industry are in strong con- 
trast with an encouraging situa- 
tion prevailing in the lead indus- 
try. Expansion already approved 
will add another 35,000 tons to 
lead supplies annually. At this 
rate of production, the industry 
expects that by the 1954 target 
date, supplies will be in virtual 
balance with defense-stimulated 
demand. Some quarters believe 
that even now the supply situa- 
tion is less acute than pictured, 
indicating that recent demand re- 
flected anticipatory buying rather 
than actual needs. 

In the face of a domestic ceiling 
of 17 cents a pound, prices for 
European lead are beginning to 
soften. A month ago foreign lead 
was quoted at $0.2714 per pound, 
and recently at $0.25 per pound. 
This seems to indicate that for- 
eign holders have given up hope 
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that the U. S. Government will go 
into the lead market and buy at 
the higher world price for subse- 
quent sale to lead users at domes- 
tic ceiling prices. It is pointed out 
that the Atomic Energy Commis- 
sion requires large amounts of the 
metal for new plant construction 
but, on the other hand, cut-backs 
in such areas as building and 
automobiles considerably lessens 
lead demand. That the Govern- 
ment is going along with this view 
is shown by the fact the lead is 
not currently placed under the 
Controlled Materials Plan and 
that although its inclusion was to 
have occurred August 1 and has 
been put off until September 1, 
there could be further deferment 
of the step unless hostilities 
broaden considerably. 

Examining the companies en- 
gaged in lead production, it may 
be generally said that higher 
prices this year and larger opera- 
tions will result in better profits. 
Where ore reserves are adequate 
and mining operations are not of 
a high-cost nature, lead shares 
may be profitably held. St. Joseph 
Lead, accounting for one-third of 
the industry’s production is at- 
tractive for long-term holding. 


Short Zinc Supply 


No parallel to the lead supply 
situation can be found in the case 
of zinc. Zine is under complete 
allocation control and there is ap- 
parently no relief anticipated, 
since military requirements are 
scheduled to increase 50 per cent 
during the current half year. 

The pressure on zinc supplies 
stems from the fact that, along 
with copper, it is one of the com- 
ponents of brass making and is 
also required by the iron and steel 
industry which uses it to galvan- 
ize and rust-proof steel sheets, 
wire, tubes, pipes, bolts, screws 
and many other items. The only 
hope for adequately meeting de- 
mand thus arising, lies in the ex- 
pansion of new mine production 
and best estimates see 1953 as the 
earliest moment of demand-supply 
balance. 

Dominance in zine production is 
shared by four companies, Ameri- 
can Zinc, Lead & Smelting, (larg- 
est smelter and refiner), Eagle- 
Picher (zinc-lead producer and 
fabricator), Hudson Bay Mining 
& Smelting (zinc-copper deposits) 
and New Jersey Zine (largest do- 
mestic zinc producer). Examining 
these companies, listed in the ac- 
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companying tabulation, it will be 
noted that sales are showing some 
improvement; and so have profit 
margins. Despite the continuation 
of impressive demand for zinc, 
however, the relative inflexibility 
of production will limit gains in 
earnings this year, and the impact 
of taxes, in fact, is likely to reduce 
1951 profits as compared with 
1950 results. 

The story of one of our lightest 
non-ferrous metals, aluminum, 
which vies with magnesium and 
newly-created titanium for both 
lightness and strength, is largely 
the story of three companies, Alu- 
minum Company of America, Rey- 
nolds Metals and Kaiser Alumi- 
num & Chemical. But a new- 
comer, Harvey Machine Company, 
is knocking at the door of the lu- 
crative aluminum industry. The 
latter firm is sponsored through a 
$46 million loan from the Defense 
Production Administration, whose 
idea is to increase both aluminum 
production and competition. 


Boost in Aluminum Output 


The defense agencies presently 
want to increase aluminum pro- 
duction by 240,000 tons or one- 
third of existing capacity but they 
have found a stumbling block in 
the Justice Department’s Anti- 
Trust Division which doesn’t want 
the Aluminum Company of Amer- 
ica to grow any larger but desires 
that the new capacity go to Rey- 
nolds and Kaiser only. This reluct- 
ance of the Government to permit 
expansion of the dominant alumi- 
num producer is holding up ex- 
pansion. While the Government is 
encouraging entrants into the 
field, the new candidates eventu- 
ally find that their product would 
have to be sold at as much as four 
cents per pound higher than the 
established companies. 

Meanwhile demand for alumi- 
num is increasing in direct pro- 
portion to the mounting prepared- 
ness effort, pyramided on top of 
heavy essential civilian demand 
and annual stockpiling require- 
ments of 300 million pounds over 
the next five years. The over-all 
expansion program, when it fi- 
nally get downs to business, visu- 
alizes a 68 per cent increase in 
production or the addition of 1,050 
million pounds per year to alumi- 
num production capacity. Cost 
factors indicate that those com- 
panies which were in the alumi- 
num business during the last war 
will be able to maintain their com- 


petitive position and that other 
competitors, now coming into the 
indusry, will be high-cost pro- 
ducers who may find the going 
rather difficult under normal con- 
ditions. 

Current operations in the in- 
dustry are encouraging with pro- 
duction for this year’s first half 
the highest since 1944 and 18 per 
cent above last year’s initial six 
months. This high production 
tempo is reflected in the sales 
totals shown in the accompanying 
tabulation. It is also of interest to 
observe that, despite higher taxes, 
net profit margins are being held 
steady, on the average, and that 
earnings on the whole are likely 
to be slightly better this year than 
they were in 1950. We think that 
all of the “Big Three” of the alu- 
minum industry will benefit under 
present conditions and it also ap- 
pears probable that, after the cur- 
rent emergency is past, the civil- 
ian economy will be able to absorb 
readily their expanded output. 
Aluminum Company has appeal 
as the old-line company; Kaiser 
and Reynolds have distinct growth 
possibilities. 


Heavy Demand for Nickel 


While the story of aluminum is 
that of industry domination by 
three companies, in nickel produc- 
tion the entire industry is “just 
one company” — International 
Nickel Company of Canada, Ltd., 
producer of 80 per cent of the 
world’s supply. Our defense pro- 
gram has immensely tightened the 
supply situation, normally posing 
no problem. Nickel is required as 
an alloy agent to harden gun bar- 
rels and armor plate; it is also 
highly necessary for production of 
jet engines, so much in fact that 
even if all available nickel were 
diverted to this use, it would still 
be necessary to develop substi- 
tutes (such as titanium) to meet 
defense program quotas on jet en- 
gines by 1953. 

Naturally under such a demand 
pattern, the outlook for Interna- 
tional Nickel is bound to be im- 
pressive. Examination of statisti- 
cal data as shown in our table 
indicates a substantial upward 
trend in sales and a distinct im- 
provement in the net profit mar- 
gin, pointing to a fairly sizeable 
gain in earnings for this year. 
Apart from its leading position 
nickel, the company is also a heavy 
producer of copper, platinum, gold 
and silver, among others. 
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ADJUST YOUR INVESTMENTS ... 
To Benefit From New Conditions 


ig, bel is the time to start a realistic program 

to protect and promote your investment 
interests during the era of change ahead. It is 
realized today that world wide happenings 
are the same as local news in their effects 
on the earnings and fortunes of American 
corporations. 

As an American investor your holdings are 
not frozen, you have the right to revise your 
securities—to withdraw from unfavorable situ- 
ations, and to concentrate on those most ad- 
vantageous for your personal investment 
objectives. Yet some investors do little or noth- 
ing about their holdings, and this has most 
often been a costly policy in the past. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 
The present—NOW-represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 


policy YOU are following, in relation to cash’ 


reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 


MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, profitable counsel which has resulted 
in renewals from our clients year after year. 
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annual report 1951 


INTERAATIONAL MINERALS & CHEMICAL CORPORATION 











| 
SUMMARY OF RESULTS 1951 1950 
Yeor Ended Yeor Ended | 
June 30 June 30 | 
Ns er icu dnc cctanmasuauniavteserdtwiwsdan $66,257,884 $58,402,180 
} 
Earnngs Batore eome: TOn6S<. 603000 cccicccccvcvessewese $ 9,639,130 $ 7,901,660 
MEP ECININGS 10 ING FOORS cas ecdecenevece sd wevunendews $ 6,514,130 $ 5,776,660 | 
Percent Net Eamings 16 Sdles.. ics cnsces.csceciecess 9.83% 9.89% | | 
Earnings Per Share of Common Stock Outstanding June 30 $ 3.06 $ 3.40 | 
Dividends Paid on Common Stocks 06. iccccccecccnccciee $ 3,033,624 $ 1,739,592 
Ver Shere oF Comision Sieh ec cones Civic te celccucocece $ 1.60 $ 1.10 | 
Earnings Retained in the Business... ...ceeecececccececes $ 3,087,186 $ 3,643,748 | 
Wesking Capital at End Gf Veot.cscccccccceccscccsscces $30,618,768 $19,676,783 
Ratio of Current Assets to Current Liabilities.........06 10.61 to 1 6.46 to 1 | 
Additions to Properties During the Year. .......seeeececes $ 5,227,061 $ 2,376,035 | 
EGHRGeti Dells cs cccscecccecacgreceer se ctwccntescauue $12,875,000 $13,000,000 
OUR SEONS s) dicrwas Oar da ae nine caramels ad acrnaae wale ee neiwete $76,279,771 $63,712,422 | 
WE INE WENN cc vn dienes eneeudecccntdenacuedenwned $60,342,535 $47,233,936 
Common Stockholders Equity... .ccccccccccccccccccccce $50,509,535 $37,400,936 
Percent of Iolal Mal Worle oo cic ascie seuseeennswcse 83.70% 79.18% 
Per Share of Common Stock Outstanding June 30...... $ 75.25 $ 23.62 
PRGMISEE GP SIGERNOIOONS, 6 cc dctenadeesuseds Jetaneaucsas 9,538 6,364 























i st 
A Copy of the 1951 ANNUAL REPORT may be obtained upon reque 
to the General Office: 20 North Wacker Drive, Chicago 4, 
or to the Corporate Office: 61 Broadway, New York 6. 























This IBM electronic tube assembly cuts 
through the unknown like a rocket 
through the stratosphere. 


It probes the mysteries of the atom’s 
core; predicts critical wing flutter of fast 
aircraft; traces paths of light through a 
lens system; calculates trajectories of 
guided missiles; plots the course of planets 
for the navigator. 


It calculates payrolls, inventories, costs; 
points out savings of time and money. 


These compact, pluggable units are the 
heart of IBM Electronic Calculators. 


INTERNATIONAL BUSINESS MACHINES 





IBM Electronic Business Machines 
are vital defense weapons in the 
hands of our’ nation’s industrial 
engineers and scientists. 














